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BRITAIN’S POPULATION PROBLEM AS SEEN BY AN 
AMERICAN 


It is but natural that Britain’s economic situation since the 
War should be explained in various ways and that different policies 
looking towards its improvement should be advocated by men 
who hold divergent views regarding its causes. The three chief 
explanations of the present depression are: (1) that British 
labour is so inefficient and so given to sabotage that Britain has 
little or no chance to compete with other countries where labour 
is more efficient and works with a better will; (2) that the present 
depression is simply one phase of the regular business cycle, a 
little prolonged it is true, but to which no special significance 
should be attached; and (3) that Britain is over-populated and 
cannot expect better times, or at any rate good times, until she 
has made a fundamental readjustment to the new conditions 
prevailing since the War. 

Although the first of these explanations contains some truth 
it may be ignored, because it is customary for capital and labour 
to blame each other for all the ills of industry as a part of the 
regular tactics of industrial warfare. The second explanation 
no doubt contains a measure of truth also and is worthy of careful 
consideration. To a populationist, however, it is the third 
explanation which seems most worthy of investigation. If it can 
be shown that it contains the essential truth of the matter, then 
it follows that the other explanations can contain only the residue. 

To an American student of population, then, the present 
economic situation of Great Britain is of interest (apart from 
general humanitarian considerations), chiefly because it seems to 
throw some light on the nature of the processes of population 
growth under the regime of modern industrialism. A better 
understanding of these processes is of great interest to the United 
States and to all other countries which aspire to positions of pro- 
minence in the industry and commerce of the twentieth century, 
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for, to the extent to which they may be successful in this effort 
they, like Britain, will become dependent on outside sources of 
food and raw materials and upon foreign markets for the disposal 
of their manufactures. It should never be forgotten that every 
achievement is purchased at a price, and if a nation is to strive 
primarily for success in world commerce as Britain has done, it 
should do so with a clear realisation of the price it must pay in the 
striving and even more in the attainment. 

Before discussing the facts which have a direct value in 
enabling us to make a correct judgment of the nature of the present 
depression in Britain, it will be necessary to sketch very hastily 
the conditions which made it possible for Britain to become the 
“* workshop of the world.” 


Conditions Favouring Britain’s Industrial Ascendency 


The conditions which made possible Britain’s industrial and 
financial and political leadership throughout the greater part of 
the nineteenth century were chiefly her long-established pre- 
eminence in certain manufactures and trade—notably textiles— 
the invention and early adoption of machinery driven by power— 
particularly by steam—the presence of readily accessible natural 
resources rendering the use of power machinery cheap and easy, 
the possession of a navy and the seamanship which rendered an 
extension of sea-borne foreign commerce easy, and lastly, though 
not the least, the practical sense and adventurous spirit to make 
use of the materials and conditions at hand. In the early years 
of this modern industrial development it was inevitable that the 
increased productivity of industry and the increased profits of 
trade should accrue to the advantage of a comparatively small 
class of manufacturers and merchants and be used for the exten- 
sion of their interests. So great and continuous was the forward 
march of industry and commerce in Britain, and so rapid was the 
extension of Britain’s political control over peoples and countries 
not yet dominated by Europe, that comparatively little attention 
was paid to counter-forces which might exert an adverse influence 
if they continued to grow. The first real cloud on Britain’s 
economic horizon appeared about the turning of the century 
with the development of German industry and the extension of 
her trade. Even this did not receive the attention it merited, 
because two or three generations of almost unbroken success in 
industry, commerce and finance had very naturally led many 
people to believe that Britain’s position of leadership was almost 
as natural and inevitable as the tides and that it was secure for a 
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longtime tocome. Tochallenge it was regarded by many business 
men as presumptuous, and to attempt to supplant Britain was 
regarded as fatuous. 

This attitude of mind inevitably led many men to ignore the 
fact that Britain’s great prosperity and power were based upon a 
particular set of circumstances, some of which were subject to 
change. With the changing or disappearing of some of the 
advantages enjoyed in the early years of her industrial career she 
was certain to be forced to meet competition such as she had not 
dreamed of. The War greatly intensified the activity of these 
competitive forces and swept away certain of her earlier advant- 
ages. The result seems to some of us to be that Britain must now 
for the first time meet real economic competition, and the com- 
plexly organised industrial and commercial state of modern 
times is now to meet its first real test. The question is: ‘‘ Under 
post-War conditions can Britain, organised industrially and 
commercially chiefly for foreign trade, reasonably hope to remain 
the economic leader of the Western world and to support her 
population as well as formerly with her present economic 
organisation ? ” 

In the effort to answer this question I will examine Great 
Britain’s foreign trade from three points of view: (1) the effects 
of the development of home industry upon the export trade of 
Britain; (2) the effects of foreign competition upon Britain’s 
export trade; (3) the possibilities of developing new markets for 
British goods. 


The Effect of the Development of Home Industry upon Britain’s 
Foreign Trade 

Before the War, Britain was producing about 40 per cent. of 
her food, a somewhat larger proportion of her wool, all of her coal 
and about three-fourths of her iron ore. For most other things 
needful for her life she was dependent upon outside sources. 
Clearly a country in such a position must give serious considera- 
tion to the development of home industry in foreign countries. 
It is a serious matter for a country so dependent upon its trade 
with other nations to lose markets, and the loss is just as serious 
when they are lost to the home industry of a country as when 
they are lost because of the competition of a foreign country in the 
markets of another foreign country. The War made it inevitable, 
if not necessary, that many countries which had hitherto been 
buying foreign produce would undertake to supply themselves, and 


of course once an industry is established, it is difficult for a foreign 
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competitor to uproot it. Tariff barriers may easily be made well- 
nigh impregnable. It would be a mistake, however, to suppose 
that the War did more than hasten this process of supplanting 
foreign trade by home industry. The movement was well under 
way before the War, and was merely given impetus by the in- 
ability to secure the customary foreign imports. 

A few facts regarding the industrial development of some of 
Britain’s best customers will show how the world situation is 
changing as regards foreign trade, and will throw much light on 
Britain’s present plight. The point I would make here is that the 
falling off in purchases from Great Britain since the War, which 
most of her best customers show, is not merely a matter of post- 
War mal-adjustment or a passing phase of the business cycle, 
but represents a new alignment of industrial power in the world, 
and Britain cannot but suffer in the course of these changes. 

In Australia there has been a very rapid increase in the pro- 
portion of the population engaged in non-agricultural industry 
and in commerce. In 1894 there were about 133,000 persons 
engaged in manufacturing, in 1921 there were about 395,000— 
a threefold increase in twenty-seven years, during which the 
population increased but 62 per cent. By 1921 only 37-35 per 
cent. of the population was living in rural areas and only 22-8 per 
cent. of the occupied persons were engaged in agriculture. Com- 
paring the periods 1909-13 and 1919-23, Australia’s imports 
from the United Kingdom declined about one-third (fixed money), 
and her imports from all countries show no increase during this 
time although her population increased 22 per cent. With her 
occupied people distributed as follows in the different kinds of 
work: professional 8-7 per cent., commercial 15:3 per cent., 
transport and communication 9-0 per cent., industrial 31-2 per 
cent., mining 2-9 per cent., agricultural 22-8 per cent., domestic 
9-1 per cent., it seems unlikely that Australia will be a large buyer 
of manufactured goods in the world’s markets in the future. 
There is little doubt that she will buy rather large absolute amounts 
for some time, but the foreign goods used will comprise an ever 
smaller proportion of her total consumption, and they will more 
and more tend to be specialities which can be produced better and 
more cheaply abroad. Australia may be counted out as an 
agricultural country trading food and raw materials for manu- 
factured goods. She will soon be largely self-sufficing, for she 
has the basic raw materials of modern industry in abundance. 
There is no need to suppose that Australia will become self- 
sufficing as rapidly as its people wish, to make the prophecy with 
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assurance that the period of its industrial minority is drawing 
to a close. 

Canada, like Australia, is becoming industrialised and is losing 
the character of an agricultural dependency of Great Britain. 
The rural population has declined from 68-2 per cent. of the total 
in 1891 to 50-5 per cent. in 1921. In 1890 there were 369,595 
employees engaged in manufacturing, and in 1920 there were 
685,349, an increase of 85-4 per cent. Population increased 
81-8 per cent. during this period. The net result of this growth 
of the non-agricultural industries was that agriculture employed 
only 34-3 per cent. of the occupied population in 1911 as compared 
with 45-8 per cent. in 1891. (The data for 1921 have not yet come 
to hand, but presumably it employs even a smaller proportion at 
the present time.) Although the general process of urbanisation 
and industrialisation has not proceeded as rapidly in Canada as in 
Australia, yet it has already gone far enough to remove much of 
Canada’s dependence on other countries for her manufactured 
products. Her imports from the United Kingdom declined 
35-6 per cent. from 1909-13 to 1919-23, and her total imports 
increased only 33 per cent. as compared with 122 per cent. in the 
preceding decade. Her population increased 22 per cent. It 
seems there is no room for reasonable doubt that another of the 
British dominions will soon be on an almost self-sufficing basis 
industrially. 

South Africa, too, is moving rapidly in the direction of a 
self-contained industrial organisation. This is not as evident in 
the statistics of those employed in the different types of work as 
it is in Australia and Canada, because practically all the unskilled 
work is performed by negroes and the comparable data apply to 
Europeans only. The percentages in the chief occupational groups 
in 1921 were: agriculture 35, commercial 19, industrial 18-8, 
professional 11-3, and transport 6-1. The statistics of factory 
production in South Africa show that between 1911 and 1921 the 
amount of goods (fixed money) increased threefold; they also 
show a very rapidly increasing consumption of coal in manu- 
facturing and a consequent great increase in the horse-power of 
the manufacturing establishments. South Africa is rapidly 
coming to manufacture a large part of the goods needed for home 
consumption. The fact that the increase of the imports from 
1909-13 to 1919-23 was only 1-5 per cent. in terms of fixed money, 
while the European population increased 16 per cent., also shows 
the growing industrial self-sufficiency of South Africa. 

The trend of the situation in India is by no means as clear as 
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in the parts of the British Empire just treated. There appears to 
be an increase in the proportion of the population engaged in 
agriculture in recent years. Paradoxical as it may seem, this 
increase in agricultural workers is a direct result of increasing 
industrialisation. The non-agricultural village population thrown 
out of work by the adoption of factory methods of production has 
no choice but starvation or work on the land. Custom and 
poverty both render the capacity of the people to absorb machine- 
made products less than could be supplied if the workers accus- 
tomed to supply the manufactured goods by hand labour were all 
put to work on machines. Consequently it would appear prob- 
able that the increasing industrialisation of India will be accom- 
panied for some time by an increase in the proportion of the 
population engaged in agriculture. That modern factory pro- 
duction is growing in India admits of no doubt, although its 
growth is slow as compared with that of Canada or Australia. The 
fact that such industries as there are, are organised in the cus- 
tomary capitalistic fashion, means that they do very little to 
increase the consumption power of the workers, and besides that 
they give rise to a serious unemployment problem, thus decreasing 
the consumption power of these unemployed. Furthermore, by 
driving more people into agriculture they probably tend to 
diminish the individual consumption power of the agricultural 
population, which is close to three-fourths of the whole. Indeed, 
if only a small increase in the proportion of the population engaged 
in agriculture were to take place, it might so reduce the pro- 
ductive power of the people as individuals that imports would 
decline rather than increase. We should realise, too, that India’s 
capacity to absorb imports is very small—generally it is less than 
four dollars per capita per year—and that it needs but little 
increase of the pressure of numbers on agricultural resources to 
reduce even this small capacity. In view of this general situation 
in India it seems that she is not likely to be in a position to increase 
her imports to any great extent in the near future, if, indeed, the 
decline of recent years may not be of permanent nature. 

What has been said about India applies in a general way to 
China. There are, however, some evidences that the Chinese are 
more interested in Western industrial organisation than the 
Indians, that they have more of a practical bent, and that they 
are more ready to make use of the increased power of machine 
production than the Indians, provided they can do so in their own 
way. Due to the entire lack of statistics regarding China’s 
industrial development, it is impossible to tell how rapidly 
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factory production is displacing hand production and foreign 


‘imports. A close scrutiny of the factories listed in such a publica- 


tion as the China Year Book gives one the impression that 
factories must be increasing in China almost as rapidly as the 
capacity of the people to absorb machine-made products, while 
the figures for foreign trade certainly show no very rapid in- 
crease as a whole, though certain countries are doing a much 
larger business with China than they were ten or fifteen years 
ago. 

That some of the other large customers of Great Britain are 
very rapidly coming to supply their own needs for manufactured 
goods is too well known to need proof. The United States and 
Japan made very rapid progress industrially during the War, 
and at present their imports from Great Britain have fallen off 
considerably from what they were im pre-War days (about one- 
fourth). It is beyond dispute that Great Britain has no very 
great advantage over these countries in most types of manu- 
facturing, and in some lines it is at a distinct disadvantage. 
Only in those manufactures where Great Britain has some natural 
advantage or some special skill can she hope to hold a position 
of dominance in her trade with these countries in the future. 
Germany also belongs in this group, although it is too soon to tell 
just what permanent effects the War will have on Germany’s foreign 
trade. There is some reason to believe that she will not be as 
good a customer as in pre-War days for a decade or two at least, 
and possibly never as good a customer of Britain as formerly, 
because her needs run in the same direction as Britain’s, and she 
may find it advantageous to deal more and more with countries 
which can furnish her raw materials and food. 

The prospects for continued profitable foreign trade in South 
America are distinctly better than in the other countries surveyed 
above. There is little evidence of any increased industrial 
activity there as yet. Certain factors no doubt are more favour- 
able than before the War; for example, the trend towards the 
equalisation of labour costs throughout the world, which was 
greatly accelerated. But at present it appears that South America 
is very greatly handicapped by the lack of cheap fuel. No doubt 
in time there will be a large amount of hydro-electric power 
available, but it will take some decades for its development, and 
in the meantime home-made manufactures would appear likely to 
make small inroads on imports of such goods. 

It is so impossible to know the truth of what is happening in 
Russia that one hesitates to base any judgment of her probable 
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share in world trade in the near future upon what seem to be the 
facts at any given time. It appears probable, however, that 
Russia will rather slowly develop her industrial organisation as the 
servant of agriculture rather than as an end in itself. If this 
should prove to be the case it will be organised consciously with 
the purpose of making the country self-sufficient. In fact there 
are a good many tales to the effect that concessions are being 
granted to foreigners with the express object of developing those 
industries which are generally regarded as the basis for national 
self-sufficiency under the present economic regime. Until these 
industries are going, Russia will no doubt import considerable 
goods of various kinds, but particularly agricultural machinery 
for the modernisation of her farming. The lion’s share of this 
business will probably go to Germany, with the United States 
a close second, provided=her State Department shows only 
a little practical common-sense in establishing friendly relations 
with Russia. As yet it has shown none. Britain’s exports to 
Russia in recent years are less than one-third (fixed money) of 
what they were before the War. They should grow somewhat in the 
near future, but it is probable that many articles of luxury formerly 
exported to Russia from Britain and France will find no market 
there now. Machinery is likely to constitute a considerable part 
of Russia’s imports in the near future, and to export machinery 
is to kill the goose that lays the golden egg. Relatively heavy 
imports of machinery mean that the stage of self-sufficiency is 
rapidly approaching. It would seem rather doubtful then whether 
Russia is going to become a great market for manufactured goods 
from other countries, and it is even more doubtful whether 
Britain will get any great share of this trade, which will consist 
primarily of machinery. 

This brief and necessarily rather superficial survey of the 
development of home industry as a factor affecting foreign trade 
shows that in most parts of the world there is a growing tendency 
to supply the home market with domestic goods. The only 
countries where this does not seem to be the case are those where 
the lack of natural resources limits the growth of industry in a 
rather drastic manner. It thus appears that markets for exports 
have a tendency to dwindle as the newer countries (from an 
industrial standpoint) find out what are their natural resources, 
accumulate or borrow capital, and develop the technical skill 
requisite for machine production. If this is the case, a market, 
even when once secured, is a very uncertain quantity from this 
cause alone. When we turn to the consideration of competition 
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as a factor in world trade we shall see that this uncertainty of stable 
markets in greatly increased thereby. 


Great Britain and Foreign Competition for World Trade 

As was mentioned above, Great Britain stood supreme in the 
markets of the world before 1900. About that time we began to 
hear of the bumptiousness, arrogance, etc., etc. of the German trade 
agents in different parts of the world. Naturally anyone who 
disturbs what we regard as our vested interest is persona non 
grata. The development of this feeling of irritation on the part 
of the British towards the German trader merely proves that 
German competition was becoming efficient. The fact that 
German industry was a recent development meant that it had 
fewer of the handicaps of tradition, that its agents were neces- 
sarily aggressive in their attempts to introduce their goods to the 
world, and that the older comfortable methods of the established 
British traders and manufacturers would no longer be effective. 
The steady progress of German trade in the two decades preceding 
the War is ample proof that the complaints of the British traders 
had a sound basis in fact. Germany was becoming a formidable 
competitor for the markets already well developed, and was push- 
ing vigorously into new fields. Her progress in South America 
was especially rapid, and after 1900 she began to gain on the 
British, relatively. Temporarily the War removed Germany from 
the competition, but at the same time it removed Britain’s best 
customer. Britain’s exports to Germany, 1919-23, were not 
one-fourth of what they were in 1909-13. 

In the meantime Japan and the United States, both strength- 
ened industrially and financially by the War, appeared on the 
scene as formidable competitors for the trade of the world. Both 
countries, under the stimulus of war prices, developed industrial 
capacity beyond the needs of home consumption under the 
existing economic regime, and naturally they sought to employ 
this in supplying foreign markets. That they were both reason- 
ably successful is shown by the fact that (fixed money) the exports 
of the United States increased about 45 per cent. from 1909-13 
to 1919-23, and those of Japan about 90 per cent. The signific- 
ance of this is more apparent if we recall that the United King- 
dom’s exports fell off 12 per cent. during this same period. In 
the Orient Japan made great gains, and in certain kinds of goods 
has become a formidable competitor of Britain’s. In textiles 
particularly has she made such remarkable progress that she has 
even taken a large slice of Britain’s trade with India, and has been 
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very active in establishing mills in China in competition with the 
British. The increased foreign trade of the United States has 
not been so concentrated in one area as that of Japan, although 
its largest proportional gains have been registered in the Orient. 
But in Europe and South America also a large expansion has 
taken place. 

Both the United States and Japan have also challenged 
Britain’s large control over the sea-borne traffic of the world. 
They are both maintaining fair-sized merchant fleets and, like 
Germany before the War, assert a claim to their share of the 
world’s sea freights—a claim which apparently is rather strongly 
resented in British shipping circles. It is easy to understand that 
Britain feels she has a vested interest in ocean-borne freight and 
in foreign markets which other countries should not disturb. 
Especially is it felt that the United States and Japan have taken 
advantage of the War to encroach upon British preserves, and that 
such conduct is unbecoming. It is the same feeling that prompts 
the ascendant class in any country to cry out against any other 
class that threatens its security. 

It is also interesting to note that some of the self-governing 
dominions of the British Empire are beginning to look about for 
markets for their manufactures and to talk of their ability to 
supply certain of their neighbours with the types of goods they 
can make advantageously. It is, indeed, but a short step from 
industrial self-sufficiency to participation in world commerce as 
exporter. Witness the progress of the United States and Japan. 
In addition, therefore, to the actual competition now in the field, 
Germany, Australia, and Canada are in the offing ready to join 
in the race as soon as conditions become a little more favourable 
to them. Germany should be able to get and hold the lion’s 
share of the foreign trade of the countries of Central and Eastern 
Europe. No country can successfully compete with her in this 
field except as it has special advantages with respect to the 
manufacture of particular types of goods. As mentioned above, 
Russia apparently has no intention of remaining dependent on 
outside sources for the essential manufactures she needs. The 
same seems to be true of Poland, Czecho-Slovakia, and others of 
the new States in Central Europe. 


The Possibility of Developing New Markets 
In view of the development of home industries in countries 
heretofore importing large quantities of manufactured goods, in 
view of the increasing competitive activity of the United States, 











1926] BRITAIN S POPULATION PROBLEM 187 


Japan and Germany, and of the prospective competition of still 
other countries, there would seem to be but one source of hope for 
Britain’s foreign trade, that is, the development of new markets. 
I shall discuss this matter only from the standpoint of economic 
probabilities in the regions where new markets might be developed, 
disregarding entirely the questions whether British genius is 
fitted to search out and develop these new markets, and whether, if 
British genius is equal to the task, the present economic organisa- 
tion of the country is sufficiently adaptable to take full advantage 
of these new markets. 

It is impossible to distinguish rigidly between new markets 
and the extension of markets already organised. From the 
standpoint of the industry of the exporting country, however, 
that latter is the more desirable type of trade, because it means 
merely an expansion of the present industrial organisation, while 
the development of new markets inevitably involves considerable 
adjustments in the industrial organisation to meet the special 
demands of the new trade. In considering the effect of the 
development of home industry on foreign trade it was pointed out 
that South America seemed most likely of all the fairly well- 
developed areas of the earth to remain a good customer for manu- 
factured goods. Of course, a great deal of South America is 
practically undeveloped; consequently both the extension of 
present trade and the development of new kinds of trade are 
possibilities there. In South America, as in Africa, Malaya, the 
East Indies and Northern Australia, the problem of new trade is 
primarily one of the development of the tropics. As it is im- 
possible to discuss this question in any detail here, I shall mention 
only a few matters which seem to me of the greatest importance 
in considering the probable development of the tropics. 

The whole matter of the white man’s ability to live and work 
in the tropics is an open question. Many Australians are in- 
clined to take the view that he can live and work and thrive in 
the tropics. Most other people seem to think that he cannot. 
Personally I am inclined to agree with the Australians, provided 
certain conditions are met. As chief among these conditions I 
would say that he must become, if not a teetotaller, at least a 
sparing user of distilled liquors and a very moderate user of the 
lighter liquors. The heavy alcohol consumption of white men 
in the tropics undoubtedly contributes largely to the high pro- 
portion of physical breakdowns among them. The second con- 
dition would be that he reorganise both his household economy 
and the European productive economy which he carries with 
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him. The third condition would be that he make the fullest use 
of present knowledge regarding tropical sanitation and medicine 
and extend this knowledge as rapidly as possible. 

It is by no means impossible for the European to meet these 
conditions, but as yet he has shown little disposition to do so. 
Even in the sugar country of Queensland his alcohol consumption 
is high and his domestic economy is thoroughly European. 
Furthermore, I see no prospect of the European giving the tropics 
a real trial within the time when its success might furnish Britain 
and other exporting nations with the market they need. Besides, 
there is reason to believe that the reorganisation of the household 
and industrial economy referred to above would result in greatly 
reducing the desire for manufactured goods, and consequently 
his demand for such goods would be much less than is generally 
assumed, It is emphatically my opinion that the adaptation of 
the European to tropical living would be accompanied by the 
development of a greatly simplified mode of living, and also by a 
diminished production (probably due both to lowered capacity and 
weakened inclination) which would reduce his effective demand for 
European manufactures much below that of his brother in the 
temperate zones. I would conclude, therefore, that white settle- 
ment of the tropics would not mean a great expansion of com- 
merce in manufactured goods even if it should proceed at a rapid 
pace. And there is no sign that it will proceed at more than a 
snail’s pace. 

What then are the possibilities of the development of markets 
among indigenous tropical populations? Fortunately we have 
some facts which will help us to answer this question sufficiently 
accurately for practical purposes. 

Java is one of the best, if not the best, governed of all tropical 
dependencies. From its trade we should be able to get some 
notion of the capacity of a thrifty (?), industrious (?), peaceable 
native people to absorb European manufactures. In the years 
immediately preceding the War (1911-13) the average imports 
were about $3°50 per capita. Of this about one-eighth was food, 
so that the capacity to absorb other imports was only about 
$3-00 per capita. The total exports were only $3°80 per capita. 
This would represent the upper limit of capacity to buy foreign 
goods of all kinds. Truly no great foreign trade can be developed 
with people of this limited capacity to produce for exchange. 
Another way useful in helping us realise the limited capacity of 
the natives of the tropics to absorb imports is to figure their 
ability to supply food to other regions. On a calorie basis 
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and with no proper allowance for the extra work involved in 
furnishing a balanced diet, it took ten Javanese to supply one 
European with food at the port of export (chiefly in the form of 
sugar). Again, we see that there is but little chance of tropical 
dependencies furnishing the new markets needed by Britain (to 
say nothing of other countries) if she is to preserve her present 
economic balance. 

It may, of course, be urged that, though the tropical natives 
have now but a low productive capacity, there is no reason why it 
should not be increased many-fold by the proper use of machinery 
in agriculture and the development of industrious habits. The 
fact is, however, that tropical agriculture as a whole does not lend 
itself to extensive machine methods of tillage, and as for changing 
the habits of the natives in any length of time sufficiently short 
to be of use to Europe, it is not to be considered seriously. Not 
only do the ends for which Europeans work not allure the natives 
of the tropics, but the very conditions of existence are so different 
that it appears doubtful whether our values will ever be the values 
of a tropic-dwelling people. And I think this would probably 
also be true of a tropic-dwelling white race. 

But even if we suppose that all the people now living in the 
tropics could be organised for exploitation as well as India and 
Java, it probably would not increase the annual trade possibilities 
of the world much more than $1,000,000,000 about equally divided 
between exports and imports. This amount is not sufficient to 
make prosperous the trade of Britain alone, and it will, of course, 
be divided between several nations. Furthermore, no one believes 
it possible to effectively organise these tropical peoples within 
the time necessary if these new markets are to be of use to Britain 
in the present juncture. 


The Interpretation 


The meaning of the facts set forth here is too plain to be 
mistaken. Too great a dependence on industry and commerce, 
especially on export trade, is dangerous. The progressive 
development of a nation’s welfare is mortgaged to too many 
circumstances over which it has little or no control. The con- 
ditions which make it possible for a nation to flourish industrially 
and commercially in comparison with its neighbours are of short 
duration. Either the resources on which its industrial prosperity 
rests are exhausted or become of less advantage due to the dis- 
covery of others just as good or better elsewhere, or the technical 
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skill which was a monopoly at one time becomes widely diffused, 
or the supply of capital which was also a monopoly becomes more 
plentiful and flows out to the development of the resources of 
foreign countries. In any case the monopoly which for various 
reasons can be maintained for a time cannot be maintained in- 
definitely, and when real competition for foreign trade arises the 
highly industrialised country finds itself at a disadvantage in 
many respects. 

Things are moving faster now than in the days when Britain 
gained her industrial supremacy, and if the United States or 
Germany or Japan should attempt to follow in Britain’s steps, 
devoting itself almost exclusively to the development of factory 
industry and world trade, and neglecting its agriculture, that 
country will soon rue the day when it followed after false gods. 
A country which gets too far away from Mother Earth, like 
Antveus of old, loses much of its strength and shortly becomes the 
prey of every adverse wind that blows. It is affected more 
seriously by every economic disturbance throughout the world 
than a country which draws most of its strength from its native 
soil. It is a fact we too often forget, that strong plants must have 
roots and that roots grow only in the soil. 

By this time it is no secret that I believe Britain is over- 
populated, considering the present economic organisation of the 
world. I believe it is a vain hope that says Britain will “‘ muddle 
through ”’ now as she has done heretofore. In the pre-War world 
Britain could support her population and its increase of about 1 per 
cent. per annum with a rising standard of living, but if the facts 
are as I have given them, and I believe I have presented them 
accurately, she cannot reasonably hope to support as large a 
population to-day at the same standard of living. We live in a 
world in which every equilibrium is relative, and the economic 
equilibrium of the last three-quarters of a century is not the 
equilibrium of to-day, and that of to-day is not that of to-morrow. 

What does this signify for Great Britain? Simply that her 
industrial organisation is not adapted to the support of her popula- 
tion as it was a decade or two or three ago. For well on to two 
centuries Great Britain has expanded her economic system in two 
directions only—(a) machine production, and (b) enlargement 
of commerce and financial operations. Agriculture has been 
almost totally neglected until it employs only about 9 per cent. 
of her occupied people. It would seem that the time has arrived 
when Britain must work towards a revival of agriculture if she 
is to support her present population in reasonable comfort and 
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prevent the inevitable deterioration which will follow upon 
long-continued unemployment and the receipt of public doles. 
As for those countries which now aspire to become industrial 
countries after the manner of Britain, let them ponder upon her 
situation and ask themselves in all seriousness whether the gain 
of the moment is worth thé effort. No doubt those who stand to 
profit largely by industrial overgrowth will confuse their personal 
profit with national and world welfare. This is but natural, and 
has always been done. Has the time not arrived, however, when 
we can take a larger, longer view of these processes of growth 
in human life than the business man is accustomed to take, and 
chart a course better calculated to lead to human betterment than 
that we have been sailing so blithely for the past three or four 
generations ? 
WARREN 8. THOMPSON 
Scripps Foundation for Research in 
Population Problems, 
Miami University, Oxford, Ohio. 








AN APPROACH TO THE THEORY OF BUSINESS 
RISKS 


II 


AN earlier paper on this subject, printed in the Journat for 
June 1925, was concerned mainly with the real social costs 
arising from the presence of risk and with the manner in which 
payment is obtained by the parties on whom those risks fall. 
It may be convenient to summarise those of its conclusions 
which are relevant to the present discussion; the more so as 
it seems desirable to make some change in terminology and to 
draw attention to a corollary to the previous argument. 

Recapitulation.—The incalculability of the results of economic 
operations, by impairing the close and continuous adjustment of 
resources to wants, results in a heavy net loss of utilities which 
tends to fall on the consumer, partly directly, partly indirectly 
through an increase in costs of production. 

The direct loss of utilities to the consumer arises from the 
circumstance that there is necessarily a loss of consumers’ surplus 
when a given average supply of any product at a given average 
price is ill-adjusted, as compared with when it is well-adjusted, 
to demand. Just as a supply of hot water which is always on 
tap yields more satisfaction than an otherwise similar flow which 
is not continuously available on demand; or as a superabundant 
harvest may fail to make good the damage done by a preceding 
year of famine. This loss is peculiar, inasmuch as it originates 
on the side of Supply and yet there corresponds to it no increase 
in expenses of production. Moreover, it is evident that it may 
often be very important. In a remote Russian village, for 
example, before the war, I was told that the visiting conscript 
officers would sometimes find no lads of the age-group they 
were registering; the reason being that eighteen (or was it 
twenty?) years previously the harvest had been rather a poor 
one and the babies of the year had, of course, not survived it. 
But although this direct loss is peculiar and may occasionally 
be very important, its amount has been very greatly reduced 
by better marketing, and nothing more can be said about it 
here. Henceforward the argument is concerned only with that 
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part of the total loss arising from Incalculability which falls on 
the consumer indirectly: that loss of utility which reaches him 
through an increase in the real and money costs of production. 
It is to this part that we now turn. 

Inasmuch as Incalculability impairs the adjustment of means 
to ends, it results in the wasteful employment of resources; it 
reduces their productive efficiency; it increases real costs. 
These additional costs, speaking broadly, act like ordinary costs 
upon supply. Like these other costs they tend to check invest- 
ment, to limit output, to raise supply price and to be transferred 
to the consumer. But in spite of this broad similarity in their 
mode of action the costs of Incalculability differ from ordinary 
costs; they are peculiar in two respects. 

The first peculiarity of these costs lies in the fact that the 
payment for bearing them is made in two parts; one of which 
disappears from view, being absorbed in additional expenses 
of production, while the other remains apparent in the form of 
an addition to profits. When a business man accepts a risk, 
he needs to increase his estimate of his expenses of production 
by additions to innumerable items of expenditure on labour, 
materials, plant andsoon. The aggregate addition is his estimate 
of the amount which, over the period of investment which he 
takes into account, will just compensate him for the impaired 
efficiency, in particular for the discontinuity of employment, of 
each of these elements of productive power. This addition, 
which he includes like any other cost as a part of his necessary 
outgoings, may for present purposes be described as his amort- 
isation charge. But when he has made this addition to his 
charges he has not yet covered the whole of the real costs arising 
from the acceptance of the risk. For his calculation of his 
additional expenses of production and of the amount of the 
product which he can sell at a price which covers his full costs 
are only estimates, and are consequently liable to error. This 
error is perpetually disclosing itself in the form of fluctuations 
in his net receipts, of an uncertainty of income which hampers 
his business adjustments and constitutes a real cost. It seems 
reasonable to suppose that in general business men will be un- 
willing to bear this cost without compensation; and that they 
will include in their prospective outgoings a further charge for 
Uncertainty-bearing. In ordinary business practice the pay- 
ment for this cost will be accounted for as a part of profits. 
Finally, it must not be overlooked that the acceptance of risk 


adds immensely to the demands on organising faculty and calls 
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for a greatly increased expenditure of the business ability by 
which the real costs of risk are reduced. The payments made 
for this additional work form, it was urged, much the greater 
part of that element of profits usually known as earnings of 
management. 

These then are the conclusions with regard to the social costs 
of Incalculability other than those falling directly upon the 
consumer. The real costs themselves are conveniently separable 
into three parts. Corresponding to these costs are the charges 
made by business men for accepting them: three theoretically 
distinct prospective payments. Corresponding again to these 
prospective payments are three realised payments, in their 
nature lawless in the short run and in the long run only partially 
amenable to a law of averages. Of these real costs, the first 
part may be described as a reduction in the efficiency of pro- 
ductive resources; corresponding to it is the amortisation charge, 
the prospective payment for innumerable additional expenses 
of production. The second part has been described as a reduced 
efficiency of income; its prospective payment is the charge for 
Uncertainty-bearing, which in ordinary business accountancy is 
included among profits. The third part consists in the additional 
organising ability requisite to deal with perpetual readjustments 
to an incalculable business environment and is paid for by pro- 
spective earnings of management. The expectation of loss which 
arises from the occurrence of these three real costs together is here 
taken as the definition of the term Risk, and the three corre- 
sponding prospective payments together form the Risk charge. 
This risk charge is, then, that prospective additional return which 
is just sufficient to induce a business man to accept a given risk ; 
it is this charge, and not the realised payment, which forms the 
supply price of risk-taking and enters into the price of the finished 
product. 

There is a corollary to this argument. If its general drift 
were agreed to, it would seem possible to simplify the definition 
of Profits, in particular by avoiding the logical need for a separate 
factor of production—Uncertainty-bearing—and to bring the 
scope of the term more nearly into line with the meaning given 
it in America. Thus, suppose it to be agreed that, as urged in 
the previous paper, the main part of the activities of the entre- 
preneur arises from the presence of risks. Then that residual 
part of his work which does not so arise and which is of the 
nature of routine superintendence might be marked off and 
classed, as it is already classed in the accountancy of large firms, 
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as a part of Labour. The work of the entrepreneur would then 
be identified with the supply of those services which are already 
regarded as distinctively his: those services which depend on 
initiative, resource and adaptability and are directed essentially 
to the perpetual experiment and perpetual readjustment which 
constitute active risk-taking. Im correspondence with this 
rearrangement, our present Harnings of Management would be 
classed in small part as Wages, in the main as the reward of 
risk-taking; risk-taking and risk-bearing would be assimilated ; 
and Profits, whether they accrued to entrepreneur or capitalist, 
would be defined as net interest plus the reward for taking risks. 

The second characteristic which distinguishes the real costs 
arising from Incalculability from other real costs is more funda- 
mental. It lies in the profound difference in their originating 
conditions. While ordinary real costs arise from the intract- 
ability of the materials at our disposal and the consequent need 
to expend energies in shaping things into forms and moving 
them into places where they can better serve our wants, these 
costs of Incalculability arise from our imperfect understanding 
of the conditions in which we work and the consequent frustra- 
tion of our designs and waste of our energies. The machinery 
by which these costs of Incalculability are reduced has usually, 
therefore, a very different technique from that of the machinery 
whose development in the last century has so greatly reduced 
the costs of making and moving. It is the object of this paper 
to discuss, or at least to begin to discuss, the social machinery 
devised to reduce those real costs which arise from the presence 
of Incalculability. 

Some further preliminary considerations.—In spite of this 
lengthy recapitulation, it still seems impossible to proceed with 
the discussion of the social devices for meeting risks without 
first dealing with certain latent obscurities which must other- 
wise be troublesome. In the first place, inasmuch as the occur- 
rence of disturbing price movements is not wholly due to our 
imperfect knowledge of the present or the future, it seems desir- 
able to mark off more clearly than has yet been done what part 
of these disturbances is claimed to be due to the presence of 
risks. But more important than that is the difficulty of establish- 
ing a relation between the cost which risks impose on the indi- 
vidual and that which they impose on society as a whole. It is 
evident that the actual realised loss falling on any producer as 
a result of taking any given risk may differ widely from the net 
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which Bradford, not without a secret pride, claims to have lost 
as a result of the recent heavy fall in wool has evidently little 
relation to the loss sustained by the country as a whole. But 
unless some relation can be established between these two things 
it will be of little advantage to discuss devices which reduce the 
risks of the individual producer, for there would be no assurance 
that the reduction had any appreciable social significance. These 
two main difficulties and others associated with them can most 
conveniently be dealt with by means of a brief consideration of 
the influence of risk on value. 

Let us first assume two conditions: the one that resources 
are completely mobile in the sense that they can move freely 
both from place to place and from employment to employment ; 
the other, that the product of these resources is perfectly calcul- 
able as a result either of an immense advance in human under- 
standing or, more conveniently, of an immense simplification in 
the matter to be understood, 7.e. by the assumption of a Stationary 
State. In these conditions we have two simple results: price 
conforms continuously to full expenses of production; these ex- 
penses yield continuously a normal return to the producing parties. 

When the first assumption is withdrawn and the immobility 
of resources thereby readmitted, the first of these two results 
is modified ; price no longer conforms continuously to full expenses 
of production. For immobility of resources necessarily implies 
inelasticity of supply, and this inelasticity in the face of changing 
demand necessarily results in temporary maladjustments, and 
consequently in innumerable divergencies of prices from their 
equilibrium positions. Railways, in order to utilise their pro- 
ductive capacity, make their millions of exceptional rates, hotels 
vary their charges with the season, fruit and vegetables change 
in price from day to day, and many other products increase in 
value with their period of storage. Hence even in a world whose 
conditions were perfectly calculable there would be great waste 
of productive capacity, innumerable temporary maladjustments 
of resources and as numerous divergencies of price. But in 
spite of this the course of prices of any product would be such 
as would yield normal returns to the resources engaged upon it 
during the period of their investment taken as a whole. More 
exactly, the average price of any product during the active life 
of the buildings, machinery and specialised skill by which it 
was made would yield the net rate of interest upon the invested 
capital; and the second result would still hold true, that prices 
yielded normal returns to the producing parties. 
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The removal of the second assumption, that of the Stationary 
State, restores the actual business situation in which the con- 
ditions of supply and demand are imperfectly calculable. In 
these conditions maladjustments of resources and consequent 
price fluctuations are, of course, immensely increased. The 
second result no longer holds true. The fact of average prices 
yielding normal returns disappears. There remains not an 
actual equilibrium, but a tendency to an equilibrium, a tendency 
to a level of prices which yields normal returns. In the light of 
these considerations an attempt must be made to deal with the 
two difficulties indicated above. 

The first difficulty arose from the need to make it quite clear 
that only a part of the incessant maladjustment of resources to 
wants is due to the presence of risk. What that part is, was 
indicated in the previous paragraph by the consequences of 
readmitting the condition of Incalculability. These conse- 
quences, that is to say, the real costs due to the presence of risk, 
consisted of the addition to those maladjustments which would 
be present even in the Stationary State, and may be expressed 
as a further reduction in the efficiency of productive resources 
and a reduced efficiency of income. The second difficulty was 
concerned with the relation between the individual and the 
social cost of risk. In order to meet it the argument must be 
pressed a little further. 

If the individual producer employed only his own resources 
and were concerned only with maximising the amount of his 
product, his problem would be so to engage those resources that 
each elementary part yielded continuously its maximum con- 
tribution to the physical output. In such conditions he would 
be threatened only by technical risks, by frustrations of effort 
arising from such causes as fire, accident and defective operation. 
In such conditions, too, the individual loss arising from such 
unforeseen occurrences would be identical with the social loss, 
for each would be measured by the reduction in the physical 
product (plus a minor loss due to the reduced efficiency of indi- 
vidual income), and the particular difficulty under discussion 
would not arise. 

But in actual practice, of course, the producer must consider 
not only the volume but the value of his product. He is con- 
cerned not only with the technical problem of adjusting resources 
to output, but also with the commercial problem of adjusting 
output to demand. Under free competition he is concerned, in 
company with his fellow-producers, in so adjusting both resources 
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and output that the amount produced will be just carried off at 
a price which covers full expenses of production inclusive of 
profits. His liability to error in solving this double problem gives 
rise to his commercial risks, which, for simplicity of statement, 
we may take to be represented by the variability in the price of 
his finished product. Inasmuch as the conditions in which he 
operates are largely incalculable, the precision of these adjust- 
ments is impaired, partly by errors in forecasting physical out- 
put, partly by errors in forecasting demand, and the result is 
seen in incessant maladjustments of supply. Each such malad- 
justment, as it is disclosed, causes a price fluctuation, and each 
price fluctuation results in a transfer of wealth from producers 
to consumers or from consumers to producers. The occurrence 
of these transfers inevitably destroys the relation between the 
social and the individual loss resulting from the acceptance of 
any particular risk; for while the loss falling on the community 
as a whole is measured by a waste of productive power due to 
its misdirection, the loss falling on the individual producer may 
be indefinitely greater or less, may be positive or negative, 
according to the direction and magnitude of the particular price 
change in question. In 1914 the inability to forecast an abnorm- 
ally large physical output of hops resulted in heavy losses to 
farmers; more recently the inability to forecast the growing 
demand for rubber has brought exceptional profits to producers ; 
yet both these effects were due to a misdirection of resources 
which was injurious to society as a whole. 

It is plain enough then that not only the magnitude but also 
the distribution of the realised loss resulting from the taking of 
any particular risk is essentially arbitrary; and we must accept 
the conclusion that there is no necessary relation between the 
loss falling on the individual producer and that falling on society 
as a whole. But chaos in short periods is not inconsistent with 
complete conformity to law in the long run. It may be that 
this divergence between the individual and the social loss will 
disappear when we contemplate the results not of individual 
risks, but of the series of risks which is more truly representative 
of the operations of business men. In order to contrast the 
two it is convenient to return to the notion of the ‘“‘ tendency to 
normal returns’ and separate the two different influences of 
which it is compounded. There is first the liability to error in 
forecasts which is responsible for the condition just described ; 
it works consistently to cause the realised loss resulting from 
any risk to diverge on one side or the other of the amortisation 
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charge which enters into the supply price of the product. There 
is secondly the inherent tendency for the effects of independent 
errors to cancel one another, reinforced by the deliberate cor- 
rective influence of experience; together these work to cause 
the average realised loss to conform more and more closely to 
the average amortisation charge. As this latter influence becomes 
more and more powerful, the tendency to normal returns becomes 
more and more effective, until at the limit the average realised 
loss, taken over the whole period of investment, becomes identical 
with the average amortisation charge throughout that period. 

In the limiting case we have then these results. In the short 
run errors in forecasts and transferences due to price changes 
govern arbitrarily : in consequence there is no close connection 
between the price of the product and its full expenses of pro- 
duction or between the amortisation charge of the producer and 
his realised loss, and no necessary relation between his realised 
loss and that falling on the community as a whole. In the long 
run the effects of errors and transferences are neutralised : hence 
average price conforms to full expenses of production, for it 
contains an amortisation charge which is identical in amount with 
the average realised loss of the producer; and this individual loss 
is identical with the average of that falling on the community 
as a whole. In other words, Incalculability creates a tendency 
to error and with it a probability of loss. This tendency to 
error works persistently in the short run to cause divergencies 
between price and expenses of production, between realised loss 
plus the price for Uncertainty-bearing and the risk charge, and 
between individual and social loss; while cancelling and corrective 
influences work in the long run to maintain normal relations 
between the average values of these various quantities; and 
the extent to which arbitrariness thus passes into conformity 
with law is measured by the degree of effectiveness of the tendency 
to normal returns. 

The present argument fortunately does not require us to 
discuss how effective that tendency is in the actual business 
world; its purpose has been only to bring to the surface some 
of the very confusing obscurities latent in commercial risks and 
to indicate the supposition on which it will proceed. This sup- 
position is that the connection between the average realised loss 
falling respectively on the producer and on the community as a 
whole is sufficiently close to justify our regarding a reduction in 
the one as broadly equivalent to a similar reduction in the other. 

The reduction of risks.—Taking as given the limitations of 
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human faculty, the origin of business risks must be looked for, 
it would seem, in that social change whose volume and intensity 
determine the degree of social instability and consequently the 
obscurity of the business outlook. Possibilities of war, insecurity 
of property, variable standards of value and unstable tariff 
policies: all these are expressed in an imperfectly calculable 
outlook. This incalculability, greatly reduced by an enormous 
activity in the sifting and distribution of information, infects all 
forecasts with error and so gives rise to a great volume of busi- 
ness risks. And these risks, heavily increased by that immobility 
of the machinery of production which hampers its rapid readjust- 
ment to changing conditions, find further expression in realised 
losses in the form of productive resources misdirected and dis- 
continuously employed. The remote regions in which these 
risks are constantly being formed, the political and social policies 
by which their formation is largely influenced, and the activities 
of the Press by which they are reduced must be left without 
discussion. Accordingly the resultant volume of business risks 
is taken as given; it is conceived as falling upon innumerable 
producing groups; and the argument is directed primarily to 
considering how these groups react to its pressure, no account 
being taken of the manner in which the contracts binding together 
the various parties in these groups determine the ultimate dis- 
tribution of these risks among entrepreneurs, landlords, capitalists 
and workpeople. 

Technical risks.—It is convenient to begin by first considering 
those risks which are independent of values and are associated 
with the technical adjustments designed to attain the maximum 
volume and quality of physical product. Their importance lies 
partly in the direct loss resulting from the failure to attain this 
maximum; partly in their effect in causing incalculable fluctua- 
tions in supply and thereby contributing to those maladjust- 
ments which are later considered as a whole under the heading of 
commercial risks. 

The technical operations of every manufacturer and merchant 
are perpetually being frustrated by innumerable causes of greater 
or less importance which individually are impossible to foresee : 
yarns fail to take the dye, steel castings disclose defects, work- 
men are injured by accidents, ships are damaged at sea, and fire 
may destroy the whole apparatus of production. But although 
it is easy to discover particular processes, such as the firing of 
lustre ware, where these risks are very heavy, and although they 
are present at every stage of every operation, it yet seems true 
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that in industry proper the direct loss of physical product which 
they cause forms only a small part of the total realised loss 
resulting from risks. An example may be taken from coal 
mining: in the two years 1923 and 1924 the number of coal 
winding days lost as a result of accidents to men and machinery 
was only one-eleventh of the time lost by ‘‘ transport difficulties 
and want of trade,” and less than one-eighth of the time lost 
by holidays. Again, during the nine years 1905-13 a little 
over 1 per cent. of the commercial steam tonnage of the United 
Kingdom was annually lost at sea. This figure presumably 
represents a substantial part of the annual loss resulting from 
the technical risks of the shipping industry, but it seems in- 
significant in comparison with the annual waste of productive 
capacity which must arise from the operation of commercial 
causes. The point need not be pressed. For there would be 
no great gain if we were able to estimate closely the direct loss 
which arises from technical risks in industry proper. What is 
more closely relevant is the consideration that in industry proper 
these technical risks are not so large, or their average importance 
so difficult to estimate, that they are a cause of large incalculable 
fluctuations in supply. And this consideration is relevant 
because these conditions form so sharp a contrast with those of 
agriculture, whose situation is dominated by its technical risks. 
Agriculture is peculiar in its risks; and in its technical risks 
it is unique. For there is no other industry in which the process 
of manufacture requires the long exposure of delicate living 
materials to conditions whose influence on the volume and 
quality of the finished product is at once so incalculable and so 
decisive. It is true that in a large part of English farming the 
different weather demands of its various products greatly lessen 
the fluctuations in the aggregate physical output; but it still 
seems plain that these uncontrollable fluctuations in supply are 
far greater than those in any other industry. In 1913 the United 
Kingdom output of hops was 256,000 cwts.; in the following 
year a substantially similar acreage produced almost exactly 
double that amount. But unfortunately for the simplicity of 
the discussion, neither this illustration nor the many similar 
ones with which everyone is familiar, form a measure of the 
industry’s technical risks. For the waste of productive effort in 
this industry is evidently due only in part to the incalculability 
attaching to its operations; it is also due to the immobility of 
its invested resources coupled with the fact of changing con- 
ditions. A substantial part of the loss is analogous to the waste 
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of productive capacity which accompanies the provision of 
regular liner services in response to variable conditions of demand 
in spite of the fact that those variations can be foreseen. If the 
weather conditions of each succeeding year were fully known by 
the farmer in advance of his annual investment, he would no 
doubt be able to adjust his resources more effectively than he 
actually does, but the physical product resulting from that 
investment would still be subject to considerable fluctuations 
from one year to another. In other words, the realised loss 
resulting from the technical risks of agriculture are not to be 
measured by a comparison between the actual and the average 
yield, or between the actual and the maximum recorded yield; 
it must be measured by the difference between the actual yield 
of any year and that yield which would have been obtained 
from a similar investment if the conditions had been fully known 
in advance. 

The uncontrollable fluctuations in physical output which 
arise from technical risks, on their contact with demand generate 
commercial risks which are always apparent in fluctuations of 
farmers’ gross incomes, and are sometimes apparent also in price 
uncertainties passed forward to succeeding industries, in par- 
ticular the textile trades. It is evident that the disturbing 
effects on the stability of farmers’ incomes of these fluctuations 
in the physical output of individual products are substantially 
reduced by the tendency for the variation in one product to be 
set off by an opposite variation in some other. It is evident, 
further, that these disturbing effects of fluctuations in the aggre- 
gate physical output, after contact with demand, might be 
completely extinguished by opposite fluctuations in price; for 
that would be the result if, for example, the aggregate demand 
for agricultural produce were perfectly stable and had an elasticity 
of unity. In fact, of course, that hypothetical condition of 
demand is far from reality. It may be suggested that the market 
conditions of English agricultural products should be represented 
by a set of (short-period) supply curves usually inelastic in form 
and subject to large vertical oscillations, coupled with a set of 
(short-period) demand curves which for the greater part of the 
produce are elastic in form and subject to large vertical move- 
ments. Inasmuch, therefore, as the instability of farmers’ gross 
incomes originates not only in fluctuations in physical output, 
but also in oscillations of demand, it is not possible to isolate 
the effect of those fluctuations in generating price variations and 
commercial risks. But it is possible, by reference to the market 
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conditions of particular products, to show how far in fact the 
disturbing effect of fluctuations in physical output on the stability 
of farmers’ incomes is neutralised by opposite movements in 
prices. This may be done by considering for the ten years 
1904-13, and for the two products wheat and potatoes, fluctua- 
tions in annual yield per acre, average annual price per unit of 
produce, and annual money yield per acre. These are the 


results. 
Wheat. Potatoes. 
The mean annual deviation, from the ten- 


year average, of the output per acre . 5:7% 104% 
The mean annual deviation, from the ten- 
year average, of the average price per 

M4 f / / 

unit of produce . , . ‘ . 59% 108% 
The mean annual deviation, from the ten- 

year average, of the money yield per acre 6:9% 13:2% 


These results are rather rough: as output is based on estimates, 
its fluctuations are presumably somewhat understated; as price 
changes are taken over a period in which their general level was 
rising, their magnitude is probably a little over-stated; and 
there are difficulties of interpretation. They appear to show 
that during the decade in question the influence of fluctuations 
in the physical output of wheat and potatoes in the generation 
of commercial risks was not neutralised by opposite price changes ; 
and that farmers’ gross incomes derived from these products 
were little more variable than they would have been if their 
prices had been stable at their average level throughout the 


period. 
F. LAvVINGTON 











THE DEFERRED PAYMENTS SYSTEM IN THE UNITED 
STATES 


IN spite of the very wide extension which the system of paying 
for goods on the instalment plan has obtained during the last two 
years in America, there is surprisingly little information available 
on the subject. Some of the reasons for this will appear later. 

The system of buying goods by an initial payment of a certain 
proportion of the total cost with the balance spread over several 
months by equal instalments, is not new. In America as in 
England the furniture trade and sellers of musical instruments 
have used the system for some time past. They have found it 
very remunerative. In the U.S.A. recent developments have 
been remarkable rather on account of the volume of credit 
involved, though the methods of financing the credit sales have 
also been novel. During the last two or three years the system 
has been introduced into almost every branch of retail business, 
with the consequence that sales have been actively stimulated. 
Public attention has been especially directed to the practice in 
connection with the purchase of motor-cars; the results of which 
have been reflected in the astonishing production figures achieved 
by this trade during 1924 and 1925. But it is scarcely an 
exaggeration to say that all articles except food, drink, light, 
water and heat can be bought by what are called deferred 
payments. 

Since a great deal of the information, without which it would 
have been impossible to have written this article, was obtained 
from the General Motors Acceptance Corporation in New York, 
it may be best to begin with a description of the methods usually 
adopted to finance the sale of automobiles by dealers to users. 
The writer would like to express his gratitude for the generous 
way in which this organisation and all its accumulated experience 
and information were placed at his disposal by the Chairman of 
the Board and two of the Vice-Presidents. 

The General Motors Acceptance Corporation is one of several 
similar concerns,! each directly affiliated with its own parent 
manufacturing company, engaged in financing the sales of the 
motors produced by its own group. The convenience of such an 


1 Where other concerns are involved, such connection is not necessarily 
exclusive or by Financial interdependence. 
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arrangement consists in the finance company undertaking all 
_ the credit-giving duties which the manufacturing concern would 
itself, in the normal course of events, have to assume and which 
in the past it has assumed. It is a common practice for these 
finance companies to extend credit to dealers in order to enable 
them to stock cars upon wholesale terms against a small initial 
payment with the balance payable at the date of sale or in any 
case within three to six months. It is unnecessary to examine 
this side of the activities of finance companies more closely; in 
such arrangements they have merely assumed duties which had 
always been undertaken by some body or other at one stage in the 
progress of an article from manufacture to final retail sale. The 
advantage to the manufacturing concern of receiving cash for 
its products instead of having to maintain dealers’ credit accounts 
is obvious. In these cases the dealers, and not the manufacturers, 
directly or indirectly pay the financing charges. 

The procedure adopted to finance a sale from the dealer to the 
user is for the former to secure from the prospective purchaser an 
application to pay on instalments, accompanied by a statement 
disclosing his financial position. The customer is required to 
include in this return all his assets and prospects, together with 
suitable credit references. If the statement is satisfactory and 
the sale takes place, the purchaser usually pays 25-30 per cent. 
of the value of the car in cash immediately, the balance being 
spread over twelve equal monthly instalments. The dealer, 
who in most cases acts only as an agent, retains a chattel mortgage 
on the car until all the payments have been made. The General 
Motors Acceptance Corporation is believed to be unique? in 
insisting upon the dealers of the General Motors Corporation 
acting as principals, thus retaining recourse against the assets of 
the latter in addition to recourse against the purchaser. This 
corporation, as do most similar concerns, institutes the legal 
proceedings in the event of default against the purchaser on 
behalf of the agent, to whom the latter is really liable. This does 
not indemnify the dealer where recourse against himself has been 
retained, but is done in order to unify legal proceedings and secure 
the best results. The practice in many cases is of assistance to 
the dealer by avoiding local or personal difficulties. 

The terms upon which the purchaser pays for the goods 
includes, of course, the necessary expenses of financing, insuring 
the object against total loss until the payments have all been 
made, and other incidental safeguards, which vary considerably 


1 The practice is understood recently to have become more widespread. 
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with different corporations and methods. But behind all these 
accessory features the essential condition in the motor-car 
industry and in all other branches of the retail trade remains, 
that the object sold upon deferred payment becomes subject to a 
chattel mortgage, in addition to the legal recourse against the 
purchaser in respect of his other assets. 

The purchase having been agreed to by the dealer, the 
purchaser’s note which gives this recourse is sold by the dealer 
to a finance corporation at an agreed rate of discount. The 
practice of the large financing corporations associated with one 
make of car or one group of products, is to purchase only those 
dealers’ notes which are drawn against the sales of the goods 
manufactured by the individual organisation. All the larger 
finance corporations, including those associated directly with 
certain products and therefore with the dealers in those products 
(who are often not permitted to sell other goods than those 
produced by the manufacturers for whom they are acting), 
reserve to themselves the right to refuse to purchase any sale 
note which they consider risky. There is usually no restriction 
against dealers then taking such sale notes elsewhere. Dealers’ 
notes purchased are subject to full verification and investigation 
of the information disclosed concerning the buyer: in practice 
only a proportion of notes chosen arbitrarily among any one 
dealer’s batch of paper is checked. 

Large financing concerns, not associated with any particular 
manufacturing group, buy retailers’ notes indiscriminately all 
over the country. These independent finance houses do not 
confine themselves by any means to any particular type of sale 
paper. They may finance the sales of pianos or cars or gas 
stoves. Moreover, in addition to the large companies, there are 
also innumerable smaller ones; in fact any person with a little 
capital to spare can and does place it at the disposal of retail 
dealers. Many retail dealers employ their own capital in this 
way. The operation is so remunerative that to-day a vast 
number of concerns and many private persons are involved. In 
one western city it was recently disclosed that there were no less 
than 111 registered companies engaged in this sort of financing, 
besides an unknown number of private persons. It is obvious that 
the uncertainty whether a large finance corporation will, in fact, 
purchase a particular sale note, in which the credit of the purchaser 
does not seem to be particularly good, will tend to induce a dealer 
to try to borrow the requisite capital from some friend who will 
not require meticulous safeguards, and whose refusal will not 
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compromise a good reputation with a big concern. Moreover, the 
_ lower overhead charges, and generally speaking the greater local 
knowledge of small local companies and private persons, inevitably 
combine to permit the latter to give to dealers, and them to 
purchasers, terms which large houses could not entertain. This 
competition is causing considerable anxiety to the large houses, 
not only on account of the loss of business involved, but because 
of the unsound terms which are believed to be accepted by the 
smaller companies and private capitalists. It is a matter of some 
importance to observe that although over 90 per cent. of the new 
automobiles dealt in during 1925 were sold against deferred pay- 
ments, probably not more than a fifth of these were financed by 
large corporations in whose methods it is possible to repose real 
confidence. 

On motor-cars it has hitherto been the general practice to 
pay the balance due after an initial cash payment in twelve equal 
monthly instalments. In California, however, where the pro- 
portion of passenger cars to inhabitants is as 1: 3-4 compared 
with 1: 7 over the country as a whole, it is difficult to sell a car 
except on eighteen months’ credit. Various excuses for this have 
been advanced, but the truth probably is that the west is so near 
to-day’s saturation point that such a stimulus is required to 
maintain sales at a profitable level. It is admitted that there is a 
general tendency to lengthen the term of credit. Quite recently 
it has been announced that payments spread over fourteen to 
sixteen months were becoming more and more frequent all over 
the U.S. Doubtless the considerations exposed above are 
contributing to this. 

It is difficult to describe the articles sold on this system 
because, as has been stated, deferred payments are becoming 
usual in every branch of retail trade. In importance and value, 
however, motor-cars come first. And the automobile trade has 
become the largest industry in the U.S.A. The practice in this 
sphere is almost universal; it is used by rich and poor, and by 
town and country dwellers. As many of the expensive products 
of the General Motors Corporation as of their cheap cars are sold 
in this way. The refrigerating machines, electrical lighting sets 
and other goods of this group are also sold by instalments. The 
practice is widespread in respect of all labour-saving household 
utensils, such as vacuum cleaners, laundry washing machines, 
ice-boxes and ice-making plants for houses. The public utility 
companies have adopted the system for selling all equipment 
conducing to the use of more electric current or gas, such as 
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stoves, radiators, fans, cookers, heaters, etc. In this branch the 
administration and collection of the instalment payments is easy 
and the security is good, for the moneys due are collected on the 
accounts for current or gas, the supply of which can be cut off if a 
payment is in default. Jewellery, fur coats, ornaments, silver 
and plate, china and glass, furniture and antiques are some of the 
other most important articles affected. Nearly all musical 
instruments such as pianos, gramophones and wireless sets are sold 
in this way. Latterly, clothing for everyday wear has also been 
so purchased. A large store in the middle west, which recently 
announced the institution of the system with a great flourish of 
trumpets, simultaneously abolished open credit accounts, leaving 
its credit position legally better secured but virtually unchanged. 
The only branch of trade of any importance in which all forms 
of credit seem to have broken down in America is the liquor 
industry ; in spite of the large numbers of persons and the great 
capital employed in this trade, transactions are always done 
for cash, paid in bank-notes. Even bank drafts and cheques are 
not countenanced. 

The most important part of the problem is, of course, to 
estimate the volume of credit involved. Upon this point there 
is no published information. None of the accepted indices appear 
to reflect the whole situation. One of the more curious features 
of the economic position in America to-day is the comparatively 
small advance under the head “ all other loans ”’ of member banks 
compared with four years ago. After a slight decline in 1925 from 
the spring to midsummer, there was an advance from about 8,000 
to about 8,500 million dollars up to the end of the year.1 During 
the whole of 1924 the volume of “all other loans ”’ remained in 
the neighbourhood of 8,000 millions, where it was in the autumn 
of 1923. But it is fairly generally accepted that the growth of 
deferred payments since 1923 has been very considerable. It 
would therefore appear that no bank credit has thereby been 
drawn upon. Nevertheless such is not quite the case, as may be 
seen from the methods by which money is found to finance deferred 
sales. 

Corporations engaged in financing these sales have recourse, 
either to borrowing on lines of credit from their banks or to the 
public sale of Collateral Trust Certificates. The latter are sold 
principally to banking institutions of all descriptions. Now the 
former borrowing should be included in the figures of “ all other 


1 The information upon which this article is compiled was collected in 
December 1925. 
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loans,’ while the existence of Collateral Trust Certificates would, 
in the case of banking institutions, presumably be reflected under 
the heading “ other bills.” 

An explanation of the small net increase in “ all other loans ”’ 
during the last two and a half years is probably to be found in the 
practice, to which resort has been had by commercial corporations 
on a very considerable scale, of repaying indebtedness to their 
banks by the issue of long or short bonds or notes. There may 
have been a considerable decrease in “all other loans” on this 
account, though not greater than could have been more than 
made up by the ordinary commercial borrowing of industrial 
corporations in the course of such expansion of business as has 
occurred in America during the last twenty-four months. It 
is not clear what proportion of the new commercial borrowing 
which has turned a potential decline into an actual increase of 
about 500,000 dollars is attributable to normal commercial 
requirements, and how much is due to borrowing in order to 
finance deferred payments. Nor can a quantitative estimate be 
made. It is, however, also to be noted that much borrowing 
upon securities has been for commercial purposes. 

Under the second category, where an expansion of credit might 
be expected to be reflected in published returns, namely, “‘ other 
bills,’ there has been very little increase. It is generally assumed 
that the majority of the Collateral Trust Certificates sold by 
financing companies goes, not into the hands of the large member 
banks which make regular returns to the Federal Reserve System, 
but into the portfolios of smaller concerns, where the presence of 
this type of paper would pass unnoticed owing to their practice 
of making only semi-annual returns, which give very little detail. 
This is borne out by an investigation which was attempted last 
autumn, to establish the volume of “‘ finance ”’ paper as compared 
with “‘commercial”’ paper existing in the banking community 
generally all over the country. The investigation was not 
complete, but the results are believed not to have seemed very 
satisfactory. Certain revelations were made, disclosing a position 
in the Middle West where, in certain cases, some of the smaller 
banking institutions had as much as 75 per cent. of their earning 
assets in this category. The bearing which this has on the reported 
stringency in certain parts of the country is clear. Paper secured 
on deferred sales is not eligible for re-discount. 

Thus both the systems of raising money adopted by finance 
corporations to carry on deferred sales may involve the creation 
of bank credit in forms which are hard to trace. In order to 
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form some estimate of the volume of credit involved, two lines 
of investigation were considered. A list was obtained of some 
twenty-seven finance companies principally in New York and in 
the east, representing large concerns carrying on, so far as is 
known, a respectable type of business. The aggregate nominal 
Preferred and Common Stock (with fixed par value) of these 
concerns amounted to between 80 and 90 million dollars; no 
account was taken of Common Stock of no par value, irrespective 
of the fact that some of the companies had issued such stock for 
cash. Investigations showed that respectable finance companies 
are generally in a position to borrow from their bank or sell 
Collateral Trust Certificates for a total amount of five times their 
monetary capital. Some of the smaller concerns may be obliged 
to work on a very much smaller ratio, but an average 5 to 1 seemed 
a fair figure. The twenty-seven companies, therefore, it was 
estimated could raise five hundred million dollars of credit. This 
figure for various reasons is unlikely to represent more than 
one-fifth of the amount of credit outstanding in respect of deferred 
payments, so that on this showing the credit involved seemed not 
less than 2,500 millions. 

There was another method of attack. From published 
returns 4-3 million automobiles were sold in 1925, as to 90 per 
cent. on the instalment basis. Now if 700 dollars+ is assumed as 
the average price of each car, an amount of some 2,700 million 
dollars is involved, of which 25 per cent. or some 675 million 
dollars was paid in cash, leaving 2,000 million dollars outstanding 
in respect of deferred payments extending over a period of twelve 
months. This figure corresponds fairly closely with the estimate 
of a responsible finance company that 1,800,000 dollars credit 
was outstanding in respect of cars bought but not wholly paid for. 
On a conservative basis it may be suggested that at least one 
thousand million dollars more credit is involved by deferred sales 
of other goods. 

The totals thus very roughly estimated by these different 
methods, namely, 2,500 and 3,000 millions, are within measurable 
distance of one another. It has just been suggested that the 
calculable figure for credit extended by large corporations in 
respect of deferred sales, say 500 million dollars, did not represent 
more than one-fifth of the volume of credit involved in the 
country generally. One of the most interesting indications 
received concerned the proportion of cars sold to users on instal- 


1 The average price of all passenger cars sold in 1925 has lately been reported 
as $1,000. 
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ments financed by large corporations. It was surprising to learn 
that one very efficient organisation had not, in 1924, dealt with 
more than 20 per cent. of the cars manufactured by its own group. 
In 1925 the proportion was larger, though it is noteworthy that 
prior to this year the highest proportion had been reached in 
1922, and that 1923 and 1924 showed a decline attributable to 
the inroads made upon this concern’s business by the activities 
of small capitalists. If this corporation only dealt with a little 
more than one-fifth of the cars sold retail by its parent manu- 
facturing company, it is legitimate to suppose that less than 
one-fifth of the cars sold by other large manufacturers on the 
instalment basis would be dealt with by large respectable finance 
corporations included in the list of twenty-seven names which 
were examined. The same considerations apply to other goods. 
An investigator must therefore be content to seek, in published 
returns, figures showing on an average not more than one-fifth of 
the amount of the volume of credit which he believed to be 
involved in the deferred payment system. Now if that one-fifth 
were to represent 500 to 800 million dollars, it is submitted that 
such an expansion of credit can be found in published returns of 
commercial bank loans and other paper mentioned before, even 
after all allowances have been made. But four-fifths will not 
be traceable unless a crisis were to occur, since it will be credit 
created by small banks and private persons drawing on their own 
credit on behalf of retailers. 

It may be interesting to record certain figures received from 
one source for the first seven months of 1925. They showed that 
one corporation had purchased about 102,000 dealers’ notes 
representing a face value of $54,774,000, with an average of 
$535,82 per note. The total cash price of cars sold under these 
transactions was $85,812,250, giving an average of $839,61 per car. 
The income of the purchasers of these cars was $288,204,905, 
giving an average of $2,819,87 per purchaser per annum. It 
follows, from the above, that the initial cash payments per car 
amounted to about $304. It was found in reviewing the figures 
that the margin between the purchaser’s income and the price 
paid for the car was greater in the country districts than in the 
towns, and greater in the small towns than in the large ones. 
Nevertheless the average price of cars purchased in the country 
was smaller than those purchased in towns. These figures 
represent normal conditions, but are more favourable than a 
general average would be. 


It has been almost impossible to ascertain the number of cars 
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which have been repossessed by finance companies as a con- 
sequence of default upon instalments. It is understood that 
hitherto very little loss had been involved, since the comparatively 
small number of cars so far repossessed have been successfully 
sold at second hand. It is clear, however, that the security of 
chattel mortgage is only satisfactory when the volume of 
repossessed cars is small. It is generally admitted that the 
volume of delinquencies increased in 1925. 

The provision to finance corporations of commercial bank 
credits unsecured by tangible assets up to five or even six times the 
capital of the borrower needs no comment. The other method 
of obtaining funds by the sale of Collateral Trust Certificates has 
reached a high degree of perfection in the General Motors 
Acceptance Corporation, which with its twenty-four branches in 
the U.S.A. has built up an organisation comparable in miniature 
to the Federal Reserve System. In their practice when a batch 
of cars is sold on the deferred system and the dealers’ notes are 
purchased by the financing organisation, they are handed over to a 
local trustee officer attached to the branch. The money required 
by the branch is then passed to its credit by the Central Office in 
New York and Collateral Trust Notes are marketed to an equiva- 
lent value through the corporation’s note-selling organisation, 
which is similar to the marketing machinery of a great bond house. 
This selling organisation is kept separate from the dealers’ note- 
purchasing department. The General Motors Acceptance Cor- 
poration Collateral Trust Notes have a currency of 30, 60 or 90 
days according to the requirements of the purchaser and, 
generally speaking, for a face value to suit his convenience. The 
notes of this description issued by the various organisations which 
adopt this method of raising money have currency as finance 
paper discounted at rates varying with the market and the credit 
of the issuing house. The purchasers of these notes may be banks 
with which the issuing house has an account, or, again, institutions 
or private persons desiring to purchase finance bills as earning 
assets. This paper is, in practice, bought by some of the largest 
banking institutions in the country. As has been indicated, it 
is very popular with many middle western institutions. Quite 
recently the issue of long-term notes, secured as a floating charge 
on the whole of an institutions’s portfolio of dealers’ notes, was 
successfully made. More usually, however, the trust notes have a 
short maturity and are secured against dealers’ notes of equal 
face value, but not against specific notes. Thus a credit crisis 
in any one part of America would not affect the security behind 


























1926] DEFERRED PAYMENTS SYSTEM IN THE UNITED STATES 213 


any one batch of Collateral Trust Notes. In some cases dealers’ 
notes are purchased directly by banks, the financing corporations 
acting only as an agency accepting this paper without recourse. 

Conclusions regarding the effect of the widespread use of the 
deferred payment system upon the credit position of the com- 
munity must to a great extent be vain until a more accurate 
estimate of the amount of credit involved has been made. Where 
deferred payments secured against specific goods on chattel 
mortgage have taken the place of open accounts, the security 
of the credit position has probably been substantially improved. 
Otherwise the risk attaching to the situation must be measured in 
terms which take into account the proportion which the deferred 
payments represent of the savings of the American people—that 
is, of the difference between the wages received and current 
expenditure. 

The decline in savings bank figures can be offset by the 
undoubted increase of money invested in life insurance, for which 
premiums have augmented both in number and in volume even 
more remarkably than have time deposits in banks. The 
increase of life insurance may not mean, however, that the pay- 
ment of instalments has been secured by a larger margin of savings 
than existed before the war; since if the average life policy-holder 
who has involved himself in too heavy deferred payments is faced 
with a crisis entailing a diminution of his spending power, he will 
probably default on his instalments before imperiling his life 
insurance. Although legal recourse may exist against all his 
assets, there is no doubt that the system of deferred payment as 
a whole must break down in the event of a widespread default 
upon instalments. Moreover, times likely to bring about such a 
development would probably also bring about a disappearance of 
the market in second-hand luxury or semi-luxury articles. The 
position of a time depositor in a bank, 75 per cent. of whose 
earning assets are invested in finance paper, the security of which 
becomes involved in the first gusts of a credit storm, would be 
scarcely more favourable. It seems clear that the extended use of 
deferred payment sales has compromised the purchasing power 
of the American public for some future period probably varying 
between six and twelve months. It has stimulated sales which 
might quite suddenly decline if the public were to find that it 
had purchased all its requirements to-day which in the ordinary 
course of events it would not have bought for a certain time. 
It may well be that the developments of the last two years mean 
that a rather sudden rise has taken place in the standard of living 
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which would normally only have occurred during, say, the next 
two years. Having reached this standard and there being no 
immediate incentive to go further because the goal has been 
reached too soon, an arrest in deferred buying might occur with 
no more evil effects than those which would be bound to occur in 
any industry which might at the time be over-producing as a 
result of having counted upon a continuance of the present 
artificial rate of increase of sales stimulated by this new machinery. 
Such an industry may be the motor industry. But such an arrest 
might not mean any general crisis. 

While the near future purchasing power of the American has 
been compromised by these anticipated purchases, whereby he 
has reached to-day a standard of living which normally he would 
not have reached until to-morrow, can it be said that the credit 
created by deferred sales is secured specifically upon that part of 
the purchasing power of the community which is surplus to the 
amount now required for necessities of life? Or, in other words, 
upon savings? While this may be so theoretically, if these 
savings are in a non-liquid form like life insurance premiums or 
investments in the stock market on a margin account, the security 
of the deferred sale transaction will nevertheless continue to rest 
solely upon the mortgaged chattel itself. This is a good cover 
when times are normal, but worthless in a crisis. 

The conclusion seems to be that there is nothing inherent in 
the instalment purchasing system itself likely to cause a crisis. 
But if a credit crisis were to take place for some other reason the 
system would probably aggravate the situation. 

The effects of a crisis involving the default of purchasers on 
the one hand, and on the other the sudden contraction of the 
business of the large finance corporations and the consequent 
effect of the disappearcnce of their Collateral Trust Notes from 
the money market, present two quite distinct problems, both well 
worth investigating but too long to discuss here. 

Francis Ropp 
March, 1926. 























A CONTRIBUTION TO THE THEORY OF CREDIT! 


In his book Banking Policy and the Price Level Mr. D. H. 
Robertson has compressed into small space a great deal of hard 
thinking. With pain and grief I have, as I believe, succeeded in 
opening the oyster. Without personal help from Mr. Robertson 
himself I greatly doubt whether I could have done so. Therefore, 
since it may well be that others also are puzzled and have not 
the author at hand to guide them, I endeavour here, in respect 
to a portion of his work, to play Aaron to his Moses. The 
portion in question consists of Chapters V and VI, entitled respec- 
tively The Kinds of Saving and Short Lacking in the Trade Cycle, 
and the algebraic appendix to Chapter V. Here Mr. Robertson 
has accomplished a remarkable feat. In a region which many 
economists have explored he has discovered and attacked funda- 
mental issues, the very existence of which has up to now been 
unperceived. He has done a thing much harder than answering 
questions: he has found the right questions to ask. By so 
doing he has broken a new path—added a new arm to the engine 
of economic analysis. In what follows I shall set out his results 
in a simplified manner under the headings, The First Problem, 
The Second Problem and The Third Problem. To facilitate 
exposition—no difference is made to the substance of the argument 
—I shall follow Mr. Robertson in assuming that money consists, 
and bank loans are made, exclusively in the form of inconvertible 
paper notes—whether actually handed over the banks’ counters 
or held by the banks on behalf of customers as deposits. The 
first problem must, because of its nature, occupy the largest 
space in my discussion, but the other two, more especially the 
third, overshadow it in practical importance. 


THe First PRoBLEM 
§ 1. If the money income of a country be represented by 
£2,400 million and if, during a year, the government or the banks 
create and spend £200 millions of new money, it is customary to 
say—indirect reactions being ignored—that, by this process, 
they make a levy on the public in terms of real income (goods 
1 Banking Policy and the Price Level, by D. H. Robertson (P. S. King, pp. 103). 
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and services) equal to 2400 + 200° 4.€., 7th of the total real 


income of the year: this levy being handed on by the banks to 
those persons to whom the £200 millions of new money has been 
loaned. Mr. Robertson has pointed out that in this statement 
it is tacitly assumed that the price level is altered in proportion 
to the addition made to the stream of money becoming money ] 
income during the year; that, according to generally accepted 4 
monetary theory, this level ought to be altered in proportion E 
to the addition made to the stock of money; and that, as a 
matter of fact, the stream of money becoming income during 
a year is not equal to the stock of money. The question how 
large a real levy the banks will achieve—it being assumed that 
the real income of the country is not altered by their action— 
through the creation and spending of £200 millions of new money 
calls, therefore, for a more thorough investigation than has hitherto 
been given to it. 

§ 2. The solution which suggests itself most naturally is that 
we should take as a fundamental unit of time the period during 
which money on the average circulates once, that is a period 
of such length that, during the course of it, the stream of 
money becoming income! is equal to the stock of money. 
If the money income of the country is £2,400 millions and the 
stock £1,200 millions, this period will, of course, be six months. 
If then we conceive so many units of new money created by the 
banks during a circulating period, and if we suppose that this 
new money circulates with the same rapidity as the money already 
existing, the proportional additions made to the stream of money 
and the stock of money respectively will be equal. Thus in the 
first six months of our year £100 millions will be added to £1,200 
millions, raising both stream and stock to £1,300 millions. The 





. —— 13 , 
price level will rise to 1D of what it was before, and the new money 


; — 1 
created and spent by the banks will bring in to them 13t8 part 


of the real income of goods and services accruing to the com- 

munity in six months. In the second six months £100 millions 

will be added to a stream and stock which now stands at £1,300 
14 








millions. The price level will become 7 gth of what it was origin- 

1 It should be noted that the length of the circulating period as here defined 
is not the inverse of the velocity of monetary circulation as defined by Professor 
Irving Fisher: for that measures, not the frequency with which a representative ; 
unit of money becomes income, but the frequency with which it changes hands [ 


against commodities, during a year. 
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; ORG l 
ally, and the banks will secure a real levy consisting of rath part 


of six months’ real income. Thus over the year the real levy 
fl, 1) 


made on the public will be 3113 7 Taf times the aggregate real 


income of the year. 

§ 3. If, for simplicity, we suppose the period during which the 
banks go on (at a constant rate) creating new money is n times 
as long as the period of circulation of money, and that n is a whole 
number, these results can be generalised. 

For this purpose I shall employ a notation and a line of argu- 
ment different from and simpler than Mr. Robertson’s: but in 
substance the analysis is the same. 

Let M be the stock of money initially. 

Let R be the real income of the country per circulating period. 

Let Y be the total amount of new money created. 

Let » be the number of circulating periods during which it 
is being created (at an even rate throughout): » being a whole 
number. 

Let P be the price level initially. 

Let P,, P,... Px be the price levels in each of the n 
successive circulating periods. 

Let L,, L, . . . La be the real levies obtained by the banks’ 
customers in each of these periods by expending their new money. 





Then we have (from the general theory of money) P = : 
mM+~ m+* 
n n 
2 > cong 
¥ Y 
y= ] 9 
M + 2 M + 27 
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Hence the aggregate real levy made by the banks 








Y zy 
=2L= Rap ry + aeoy + ... to n terms} 
= - + — T+... On terms| 
a ‘lay +1 Nyy 2 


§ 4. From this formula, it may be observed in passing, two 
interesting propositions can be derived. 

The first of these concerns the relation between the size of 
the real levy which the banks collect and the length of time over 
which the collection of the new money Y is spread. It can be 
proved that, when R, M, Y and the length of the monetary 
circulating period are given, 

{ : -- - + ...to n terms 


M 
\ry +1 ny+2 





R 


is larger the larger is n.1 Hence, other things being equal, 
the amount of the real levy collected by the banks is larger the 
larger is n, the longer, that is to say, is the period over which the 
collection is spread. In general, however, the difference made to 
the amount of the levy even by considerable changes in the period 
of collection will be small. 

The second proposition concerns the relation between the 
size of the real levy and the length of the monetary circulating 
period. In this case M and Y are again given, but any change 
in n must be taken to imply an inverse proportional change in 
R. Therefore, T being a constant, we write : 

tf : ol : +...ton terms| 
2=*L = n |ne 44 _ 4-9 
= = 





It can be proved that this sum is smaller the larger is n. Hence, 
other things being equal, the amount of real levy collected by 
the banks through the creation of a given quantity of new money 
spread over a given period of time is smaller the longer is the 
normal period of monetary circulation. 

§ 5. Hitherto it has been assumed that » is a whole number. 
When nv is not a whole number, provision has to be made for 
the loose end by which it hangs beyond a whole number, or, 

1 A proof of this proposition, mathematically difficult and unsuitable for 


reproduction here, was kindly constructed for me, after my own efforts had 
failed, by Mr. Ramsey of King’s College. 
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should it be less than 1, beyond 0. Since in our formule we have 
implied that, when the creation of new money is spread over a 
complete circulating period, the price level relevant to the whole 
of that period is the same, namely a level adjusted to the addition 
that will have been made to the stock of money at the end of 
the period, we are bound also to take that view as regards new 
creations of money which cover only a part of a circulating period. 
To do anything else would involve the paradoxical thesis that 
the price level in one month is affected by an event—not neces- 
sarily foreseen—namely the cessation of new money creations, 
which takes place in a subsequent month. Thus in a part-period 
the price level must be taken as equal to what it would have 
been during the whole period had the creation of new money 
continued at the same rate throughout the period; and the levy 
made through it will be equal to what, at that price level, the 
new money actually created is able to purchase. This conclusion 
stands on all fours with, and depends on, the same hypotheses— 
to be discussed immediately—as are required to sustain our main 
formula. For the remainder of this study, however, I shall, for 
simplicity of exposition, ignore these loose ends. 

§ 6. Apart from this matter, the general method of attack 
that has been outlined seems satisfactory so long as we are con- 
sidering each period of circulation as a whole without analysing 
it into parts. So soon, however, as we do that, a serious difficulty 
emerges : because in any part of a circulating period the money 
stream is necessarily smaller than the money stock. Thus, let 
us suppose, as before, that the period of circulation is six months 
and that £200 millions are being created at a constant rate over 
a year. As before let the money income of the year be £2,400 
million and the money stock £1,200 million. Then in the first 
month of the first circulating period, c 
are created. This increases the money stream of that month 
in the proportion 


millions of new money 


200} + 200| = = 


t | 


12 7 
But it increases the money stock in a different proportion, namely 


| £200 \ ; | 73 


It follows that, if, as in the preceding solution we supposed, the 
price level is to be raised throughout this first circulating period 
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in the proportion = during the first month of that period it must 


be raised much more than in proportion to the addition which 
during that month has been made to the money stock: and the 
same thing is true of all the other months except the last. Mr. 
Robertson has, I think for the first time, called attention to this 
difficulty. 

§ 7. The way in which he attempts to meet it is as follows. 
He conceives each circulating period to be divided into a number 
of small atomic intervals, finite but indivisible, which he calls 
days. Let there be & such intervals within a circulating period. 
Mr. Robertson assumes that the whole of the money newly 
created in an interval is expended once during that interval, [ 





and that, as has been happening hitherto, = parts of the previously 


oa 


existing stock of money is expended once. Let us write = in 


our notation (namely the amount of new money created in a 
circulating period) = X: so that the new money created during 


r 


. X , . 
an interval = =. The money stream in the first interval becomes 





k 
M 4 . . . . 
then = instead of “ and the price level rises in the propor- 
tion SH . This implies that the new money created by the 


banks is circulating more rapidly than the existing stock of 
money; in other words, that the circulating period of a repre- 
sentative unit of money is shortened. The previous length of 
circulating period was, however, calculated so as to enable the : 
public to hold in the form of money stocks a given real value R, 
namely the real income accruing during the number of days that 
a representative circulating period has hitherto occupied: and 
nothing has happened to make the public wish to hold a different 
aggregate real value in the form of money stocks. Therefore, 
they will immediately take steps to cancel the shortening which 
has taken place in the circulating period of the representative 
unit of money, by cutting down the proportion of the original 
stock of money that is allowed to appear in the stream. Mr. 
Robertson assumes that, to this end, they succeed during the 
second interval in holding back from circulation an amount of the 
original stock of money equal to the amount that has been added 
to the stock in the first interval, so that the stream in the second 
interval, as augmented by the new money created then, is equal 4 
to the stream in the first interval: and so on throughout the | 
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course of any one circulating period. If these assumptions are 
made, we are able to hold without paradox that, throughout each 
circulating period, the price level is uniform, in spite of the fact 
that the stock of money is continuously increasing: and the 
formula set out in § 3 can be successfully defended. 

§ 8. When this very ingenious analysis is studied carefully it 
will be noticed that the assumption upon which Mr. Robertson’s 
procedure depends involves two propositions: (1) the general 
proposition that, when, through the action of the banks, the real 
value of the aggregate money stock is diminished, the public 
endeavour to restore this real value to what it was before; and 
(2) the more special proposition that they achieve their end at a 
particular rate of speed. With the first of these two propositions 
everybody will agree. The second, however, is more difficult. 
The matter may be put in another way thus. If a given sum of 
hew money is created in, say, a week, the “ proper ”’ response— 
the response that, given the habits of the people, must ultimately 
be made—is an increase of the price level by a fraction equal to 
the sum of new money divided by this sum plus the former stock 
of money. But, since adjustment to the new conditions can 
hardly be instantaneous, the immediate response is likely to be 
an increase by a fraction somewhere between this and the 
fraction yielded when the sum of new money is divided by 
this sum plus the stream of money which formerly flowed 
into income per week. In order to make this “‘ somewhere 
between ”’ definite for all relevant conditions, Mr. Robertson has 
to assume a particular law as to the speed with which the public 
reacts to protect the real value of its money stock against 
depletion. It is not possible, and he does not profess, to establish 
this law by evidence. It is admittedly an assumption, adopted 
because some assumption must be made, because it is primd facie 
not unplausible, and because it enables a simple and manageable 
formula—that set out in § 3—for determining the real effect of 
new money creations to be deduced. There is, of course, nothing 
illegitimate about this procedure. In the circumstances no other 
procedure is available. It is, however, as I think, important to 
supplement Mr. Robertson’s analysis by some estimate of the 
amount of error to which his results are subject on account of the 
unavoidable insecurity of their foundations. Thus, for the first 
circulating period, his hypothesis yields an estimate of the real 
levy due to the creation of X units of new money, represented 





in our notation by wt xk. It is required to determine what 
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are the maximum and minimum estimates that any plausible 
hypothesis would yield. I assume, for the purposes of the argu- 
ment, that the speed of the public reaction is independent of the 
amount of new money that is created. 

§ 9. Mr. Robertson postulates that the reaction of the public 
takes place at a certain speed. It is open to us to suppose that 
it takes place more rapidly than this, thus causing the price 
level in the earlier parts of a monetary circulating period (during 
which inflation is taking place) to be more nearly adapted than 
his formula indicates to the stock of money. In his language, 
the public, instead of withdrawing from expenditure in the second 
atomic interval an amount of money equal to the amount that 
the banks created in the preceding interval, may withdraw rather 
more than this. The limit of what is possible in this direction 
is reached if we suppose the public to react instantaneously, so 
that the price level in each atomic interval is adjusted to the 
stock of money in that interval, the newly created money being 
made instantly to circulate at the same pace as previously existing 








money. Let P,’, P,” ... be the price levels in each of the 
k successive intervals of the first circulating period, and let 
L,’, L,” . . . be the corresponding real levies. Then, with our 
previous notation, ; ; 
mM+~ m+ 
Pi egg x omg 
BR ~~ R 
M+o% mM+o% 
. *. k P= k 
1M ~~ R 
an x 
Ly = Rie tx 
mn X 
Ly’ = Rory ox 


Hence the aggregate real levy made by the banks in the first 
circulating period 

\ X X | 

_yzu/—_Ri* 4. * 

os Zi,’ = Ria Xx + 7M 7) to k terms ; 

It is easy to see that, whatever the value of k, each successive 

term inside the bracket in this expression is less than the preceding 


term. It follows that 


r 





aL,’ <BR 
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As k becomes indefinitely large, this last expression approximates 
x 
to Ra: 
x 
s Uy 
>L,’ < Ry 
That is to say, the maximum estimate of the real levy which can 
be reached on any possible hypothesis is Re 


§ 10. To arrive at a corresponding minimum estimate is less 
easy. The logical antithesis to instantaneous reaction is infinitely 
slow reaction (¢.e., no reaction at all); but to postulate this is 
plainly ridiculous and would lead to ridiculous results. We have, 
therefore, in this direction to look, not for the most extreme 
hypothesis which can be conceived, but for the most extreme 
which can sensibly be entertained. I suggest that the minimum 
speed of reaction which it is sensible to postulate is one conforming 
to the condition that the money created and spent in one atomic 
interval shall in the next atomic interval circulate at the same 
speed as the previously existing stock of money; in other words, 
that new money after its first spending shall be assimilated to the 
previously existing mass of money. It is easy to see that the 
estimate for the real levy accomplished in the first circulating 
period conforming to this hypothesis is 


x x 
iM LEX t AMEX XT 
x 





SL,’ = R{ 
4 eile 
iM+EXPOX °° to k terms j 
Xx 
M + 2X 
That is to say, the minimum estimate of the real levy which can 
X 
M + 2X° 
. 11. Thus the estimate yielded by Mr. Robertson’s formula 


This is obviously > R; 
be reached on any sensible hypothesis is R 


Ry xX lies between these two extremes. If we write T to 
M + 2X 


represent the true estimate, it lies between 5, uM x -T and Mix 
, 


It follows that, so long as the amount of new money created during 
a circulating period is small relatively to the total stock of money, 
or, what comes to the same thing, so long as the new money 
created during a year is small relatively to the normal annual 
money income, Mr. Robertson’s formula cannot err from the 
truth by more than a small percentage. For example, if we 
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suppose our national stock of money to be £1,200 millions and 
the monetary circulating period six months, his estimate of the 
real levy that would result from creating £100 millions of new 
money during six months can neither fall short of nor exceed 
the truth by more than 7,°;%. The range of probable error is, 
of course, substantially smaller. Similar reasoning is easily 
extended to other circulating periods beyond the first. 

§ 12. One further point still remains to notice. None of 
the formule referred to above purports to measure the real levies 
made by the banks through the creation of new money except 
on the assumption that no indirect effects are produced upon 
(1) productivity and (2) the proportion of their real income that 
people choose to hold in money form. If, as an indirect effect 
of the creation of new money, productivity is stimulated 
and real income increased by any given percentage, the price 
level will fall to a corresponding extent, and the real levy made 
by the banks will exceed the figure given by the formule in a 
proportion equal to that in which the new productivity stands to 
the old. If, on the other hand, the creation of new money is 
carried so far that people fear a continuing expansion in the 
quantity of money and so a continuing depreciation in its real 
value per unit, they will endeavour to “ fly from money,” reducing 
the aggregate of real value which they hold in money form. 
This will involve a rise in the price level: and the real levy 
accomplished by the banks will fall short of the figure given by 
the formule in the proportion in which the price level has been 
forced up. This latter case is excellently illustrated by the course 
of the post-war inflation in Germany, Austria and elsewhere. 


THE SECOND PROBLEM 

§ 13. The second problem is to determine in what sense and 
how far the real levy made by the banks from the public by the 
creation of new money can properly be spoken of as a forced levy. 
In all circumstances it is a forced levy in the sense that the banks 
by forcible action obtain real resources which would not have 
accrued to them had they been quiescent. But from the point 
of view of the public from whom the levy has been made, we can 
hardly call the levy “forced ” if the conditions are such that, 
had the banks done nothing, the public would have intended to 
do without (to “ lack,’ in Mr. Robertson’s phrase) a quantity of 
resources equal to the quantity which the banks do in fact raise 
from them. Money hoarding is peculiar in this respect. When 
a single person decides, for any reason, to add to the real value 
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of his money hoard, he can only achieve his purpose by doing 


without a quantity of real things and accepting instead of them an 


equivalent quantity of money. Naturally, therefore, when the 
community as a whole decides to do this, all its members imagine 
that, to achieve their end, they must collectively do without a 
proportionate quantity of real things : though, in fact, of course, 
what each one loses through his own action he gains through the 
action of other people, so that the community as a whole does 
without nothing. Hence, if the public decide to raise the real 
value of their aggregate money stocks to a higher proportion of 
their real income, so that it shall stand above its old level by 
10 million bushels of wheat, they will imagine that they must, 
and they will intend to, do without 10 million bushels of wheat. 
Suppose that, when the public are acting in this way, the banks, 
by creating new money, make a levy on them of 10 million bushels. 
The public are, indeed, worse off by 10 million bushels than they 
would in fact have been had the banks been quiescent, but they 
are no worse off than they had intended to be. The banks have 
merely enabled them to realise their intentions. Had the banks 
done nothing, the public, seeking to increase the real value of 


) 
would have 


. : ‘ 12( 
their money hoards in the proportion of, say, 100 


caused the price level to fall in the proportion The banks, 


120° 
by creating new money equal to 20% of the existing money, 
prevent the price level from falling and make a real levy exactly 
equal in amount to what the public had intended to do without ; 
the public at the same time carrying out their purpose of increasing 
the real value of their money stock in the desired proportions. 
The banks’ levy can hardly, in these conditions, be spoken of as 
‘forced ’’ without qualification. Perhaps we might speak of it 
as a forced uncontested levy and of bankers’ levies made in all other 
conditions as forced contested levies.} 


Tue THIRD PROBLEM 
§ 14. Mr. Robertson’s third problem is concerned with the 
relation between the levies made by the banks, the price level 


1 When productivity per head increases, the real value of the money stock is 
raised automatically without any intended “ lacking ”—Mr. Robertson’s word— 
on the part of the public in a proportion equal to that in which productivity has 
risen. Therefore there is no uncontested element in levies made at such times. 
It should be added that within forced contested levies, as I name them, Mr. 
Robertson further distinguishes, with acknowledgments to Mr. Keynes—to 
whom he also makes acknowledgments of a more general sort—between two sub- 
groups. 
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and the progress of productivity. In general, when the banks 
create new money, they hand it over to business men to enable 
them to purchase (or hold) circulating capital. In other words, 
they hand over to business men for the conduct of their industry 
the levies they have secured from the public. Presumably, as a 
result of this, additional production is undertaken, and presently 
yields additional real income. Let us suppose that additional 
circulating capital is only obtainable by business men through the 
creation on their behalf of new money by the banks. In accordance 
with our previous analysis, it is necessary, in order that the price 
level may remain steady, that the real income (output) of the 
community shall increase in each monetary circulating period 
in the same proportion as the aggregate stock of money. Hence 
in order that (1) the price level, (2) the rate at which the banks 
provide industrialists with new circulating capital and (3) the 
rate at which productivity (or real income) increases, shall all 
remain constant, circulating capital must reproduce itself on the 
average in a period equal to the period of monetary circulation. 
If circulating capital reproduces itself in a period shorter than the 
period of monetary circulation, steady prices will mean an increas- 
ing rate of growth in productivity: if it reproduces itself in a 
period longer than the period of monetary circulation, they will 
mean a diminishing rate of growth in productivity. 

§ 15. This analysis leads in Mr. Robertson’s hands to an 
important practical conclusion. He holds (p. 72) that, as business 
is actually organised in England, sudden additions to the supply 
of circulating capital to industry can in fact only be obtained 
through the creation of new money by the banks. He holds 
further (p. 58) that, as a matter of fact, circulating capital on the 
average takes a longer time to reproduce itself than the six 
months which he estimates as the period of monetary circulation. 
It follows that on those occasions when an expansion of industry 
is warranted by a real cause (e.g., a good harvest or enhanced 
foreign demand), unless the banks allow the price level to rise, 
they will prevent an “economically justifiable ’’ expansion of 
industry from coming about. Mr. Robertson concludes therefore 
that they ought not to aim at complete stability in the price level. 
They ought rather to acquiesce in such primary price movements 
as are bound up in the way just described with ‘‘ economically 
justifiable” expansions in industrial activity, but to inhibit 
secondary movements which threaten to carry industrial expansion 
further (p. 81). This practical conclusion is not, as Mr. Robertson 
himself recognises, a necessary corollary to his analysis. For it 
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may be held that, by means of appropriate changes in rates of 


_discount, the circulating capital required by industry in times 


of economically justifiable expansion can be secured by industry, 
through the banks from the public, without new money creations 
of a sort to raise prices and involve forced contested levies. The 
issue here is evidently a very important one. Mr. Robertson 
does not, however, debate it in detail, and this paper is already 
overlong. 

A. C. Piaou 
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REVIEWS 


Has Poverty Diminished? By A. L. Bowtzry, Se.D., and 
M. H. Hoge, M.A. (London: P. 8. King. 1925. Pp. 238. 
10s. 6d.) 


STUDENTS of social reform will remember the publication, in 
1915, under the auspices of the University of London, of a book 
entitled Livelihood and Poverty, which contained the results of an 
investigation, conducted mainly in 1913, into the economic con- 
ditions of working-class households in certain urban districts. 
Dr. Bowley and Miss Hogg are to be congratulated on the service 
they have rendered in producing a post-war sequel to that 
volume, in which they chronicle the results of an investigation 
undertaken about ten years later, and as far as possible following 
the same methods. The ground covered is likewise the same. 
The towns with which they deal in Has Poverty Diminished ?, 
namely, Northampton, Warrington, Reading, Bolton and Stanley, 
are those which were included in the volume concerned with 
pre-war data, and thus the authors reach a basis of comparison 
whereby the effect of the past ten years on working-class con- 
ditions can be gauged with some degree of accuracy. 

Dr. Bowley and Miss Hogg would be the last to over-estimate 
the importance of the results here set forth. Not all the house- 
holds in the above towns were investigated, but samples were taken, 
the size of sample aimed at being 800 to 1200 working-class 
households for each town. Thus the ratio of the households 
examined varied with the size of the town, and was expected to 
comprise about 1200 addresses, of which perhaps 200 were 
excluded as non-working class. In Northampton, for example, 
the ratio was one household in seventeen on the register; in 
Bolton, one in thirty-six; in Stanley, one in eight. It is obvious 
that samples so small as these, while fairly reliable as regards the 
broad facts, are apt to be misleading if each of them is split up 
into smaller groups for the purpose of examining some particular 
factor in the situation, and I am inclined to think that the authors 
may sometimes have made deductions hardly warranted by the 
narrow basis which such subdivisions afford. But though I may 
suggest that doubt, and though certain of the methods of investi- 
gation employed are perhaps open to criticism, especially in 











© 


a i eo | || ee 


“— 





bs 
i 
3 
E 








JUNE 1926] BOWLEY: HAS POVERTY DIMINISHED ? 229 


arriving at the precise figure of the main breadwinner’s wages, 


there is no doubt that this book represents a real and valuable 


contribution to our knowledge of “the state of the people.” 

Let us look at some of the results obtained and some of the 
conclusions to which we are led. 

The first broad fact emerging is a decline in poverty, over the 
past ten years, in four of the five towns investigated, the exception 
being Stanley. In the authors’ own words (p. 20) : 

““The causes of poverty may be considered in two groups: 
(1) the broken families in which the father or husband is dead 
or not able to earn, and (2) those in which he is normally at 
work but at insufficient wages. The former group depends on 
earnings of women or children (young or adult), on pensions, 
savings or property, or on some form of charity. The relative 
number of such families has changed little, in spite of a certain 
proportion of war widows included.” In this group “ the 
situation is better than it was in 1913; such households, without 
sufficient means to reach the standard unless with the help of 
Poor Relief or charity, amount to only 24 per cent. of all working- 
class households; in a town of 100,000 persons there are about 
350 such cases. The number in all the towns together is about 
half that in 1913; in other words, the extent of the problem 
relating to such families has been halved in eleven years. 

“The reduction has been even greater in the group which 
are in poverty because the natural supporter of the family earns 
insufficient wages at regular work. There is no doubt that the 
weekly wages of unskilled men have approximately doubled in 
ten years, while the cost of the minimum standard had risen, in 
the summer of 1924, by about 70 per cent.” 

Moreover: ‘‘ While wages have risen towards meeting needs, 
these needs themselves have fallen towards meeting wages, with 
the reduction in the number of children. The proportion of 
families in which a man is normally earning found to be in 
poverty was in 1924 only one-fifth of the proportion in 1913, if 
full employment is assumed; while if the maximum effect of 
unemployment is reckoned, it is little over one-half” (p. 21). 

The authors proceed to give a rough estimate of the propor- 
tions of this reduction due respectively to higher wages and to 
decrease in the number of children; and their conclusion is that 
“in the aggregate of the towns the improvement due to increased 
wages is about twice the improvement due to diminished needs.” 

Of course the incidence and character of the improvement 
vary in the four towns in which improvement has taken place. 
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The fifth town, Stanley, presents an unhappy contrast. There, 
in 1913, ‘only 6 per cent. of all families, normal and broken 
together, were in poverty. By 1923 the number of children per 
family was fewer, but . . . the average family was still markedly 
greater than in the other towns.” This would have mattered 
little if wages had kept pace with prices, but miners’ earnings in 
all districts fell very sharply from the boom of 1920, while in 
July 1924 unemployment so increased there (as in other coal- 
fields depending wholly or in part on exportation) that one week 
in eight was generally lost. In Stanley, through these various 
causes, the proportion of households in poverty has increased in 
the last decade. ‘“‘ The general reduction of poverty evidenced 
in the industrial towns has not taken place in the coal districts . . . 
and a special investigation would be necessary to judge their 
position ” (p. 23). 

Still, in all the towns except Stanley ‘“‘ the improvement since 
1913 is very striking. Even on the assumption that all the families 
suffering from unemployment in a particular week had no ade- 
quate reserves and that their unemployment was chronic, the 
proportion in poverty in 1924 was little more than half that 
in 1913.” 

We must not, however, turn away from this statement merely 
with a sigh of relief. It must be remembered that the standard 
of living below which a household is here assumed to be in poverty 
is a very inadequate standard from a human point of view. Even 
its physical sufficiency can only be guaranteed by the deliberate 
sacrifice of many legitimate desires. Much depends on the 
housewife, who needs energy, foresight and practical wisdom to 
an almost superhuman extent. ‘The minimum standard allows 
nothing for trade union or society subscriptions, train fares, 
amusement, beer, tobacco, newspapers or betting” (p. 16). But 
how many families would sacrifice a daily paper to a few additional 
but invisible calories? As for trade union subscriptions, it 
would be easy to argue that if they were unpaid the calories 
would suffer in the long run. 

Again, as the authors point out, it is assumed in the calcu- 
lations that the incomes of all the family are pooled, but, in point of 
fact, the elder children who are living at home and earning only make 
certain fixed payments, which are not infrequently inadequate. 

But the unsatisfactory state of things which still exists is 
perhaps brought home most clearly by a reference to the children, 
on whom, in 1912-14, the incidence of poverty was especially 
severe. At that time more than one in five children under fourteen 
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were living in households that were below the poverty line. In 
- Reading the proportion was 46 per cent. In 1923-4 the propor- 
tion was | in 16 in the aggregate of the towns, and | in 7 in 
Reading. The improvement is great, but not great enough. 

“The number of children still being brought up in households 
where the necessities and ordinary amenities of life cannot be 
adequately obtained, except by external help, is by no means 
unimportant or negligible, and all methods of improving their 
position ought to be very carefully studied. It should be remem- 
bered that our investigation gives only an instantaneous picture. 
If the view could be extended over several years, we should find 
families passing first below and then above the poverty line, as 
the third or fourth child was born, and as the children reached 
the age of earning. More than 1 in 6 are in present circumstances 
below the line at some period of their young lives, a smaller 
proportion are below it for many years consecutively ” (pp. 24-5). 

Such figures are sufficiently disquieting, especially when we 
bear in mind the abnormal extent to which at present family 
incomes are raised above the poverty line through pensions. The 
authors tell us : 

“In addition to the increased proportion of old age pen- 
sioners, which corresponds to the increased proportion of old 
people in the population, there are many war pensions (for 
widows, children and disability), some National Health Insurance 
pensions, and a considerable number of superannuation pensions. 
In Reading, one household out of four in our sample was found 
to be in receipt of a pension or of unemployment benefit ” (p. 26). 

The tendency of these factors in the family income is to 
“reduce the effective number of persons dependent on wage- 
earners, to leave unmarried wage-earners with only themselves 
to support, and to limit the responsibility of married men to that 
for their wives and children ”’ (p. 26). 

We must not forget, however, that any alleviation of poverty 
represented by war pensions must before long lapse automatically, 
and the only sound substitute for such extraneous relief is greater 
and more widespread earning power among the workers. 

To turn to another aspect of the inquiry—it is curious that 
the present housing conditions, while they aggravate the situation 
profoundly from almost every standpoint, do in a sense ease it 
from the standpoint of the actual income received by the house- 
hold, since on the average, and in spite of all exploitation, whether 
by landlords or tenants, of the crying need for accommodation, 
rent absorbs a smaller proportion of that income than it did 
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before the war. This, at all events, is the case in the towns here 
investigated, and I believe that to some extent they may be 
regarded as typical. 

“The great bulk of the population under consideration,” say 
the authors (p. 6), ‘‘ has benefited by the Rent Restriction Acts, 
and rent (including rates) has generally risen by rather less than 
50 per cent. . . . Wages, especially in the lower grades, have 
increased much more. 

“There can be no doubt that a considerable proportion of 
the working class, both unskilled workers with very small families 
and skilled workers not employed in one of the depressed indus- 
tries, could afford a higher rent. . . . It is suggested that housing 
authorities are too timid to venture, and working-class families 
too unwilling to devote an adequate part of their income to house 
accommodation. The traditional proportion, 1 in 6, of rent to 
working-class income, is much higher than is now the fact ”’ (p. 7). 

Meanwhile, in such a town as Stanley, which even in 1913 
was deplorably overcrowded, things are drifting from bad to 
worse. In Warrington also (where the investigators found 
48 families with an income of £8 and a rent of less than 8s.) 
“building has not kept pace with the increment of the popu- 
lation.”’ But the writers add that such “an inquiry by sample 
cannot take the place of a more intensive investigation in respect 
of the physical condition of the houses and of the worse cases of 
overcrowding. It can only bring out the broad numerical 
framework of the situation ” (p. 6). 

My own impression, gathered from towns with which I am 
familiar, is that the onus of responsibility for overcrowding rests 
upon the housing authorities rather than upon the workers, who 
patiently put their names upon a waiting list year after year, and 
perhaps wait five years before getting their chance of a home. 
Moreover, I am inclined to think that the rents of new houses, 
and even pre-war houses, though they may not have risen 
proportionately with certain other items, in many towns absorb 
a larger proportion of the family income than is the case in the 
towns here investigated. 

The conclusions left in one’s mind after reading this book is 
that the broad results of the inquiry are encouraging. 

In 1900, when I made an inquiry into poverty in York, which 
I believed was a very typical provincial town from the standpoint 
of economic welfare, I arrived at the conclusion that 15-6 per cent. 
of the working class were in primary poverty. In 1913, adopting 
a rather less stringent poverty line than I did, Dr. Bowley and 
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Dr. Hirst estimated that the percentage of primary poverty in 
‘the towns they investigated was 11. In 1924, in spite of excep- 
tional unemployment, Dr. Bowley and Miss Hogg estimate it 
at 6-5 per cent. 

These figures indicate that as a country we are passing from 
the state when industry is unable to provide the bare necessaries 
of physical efficiency, and that when trade becomes normally 
prosperous, very few persons engaged in it will be in primary 
poverty. In future the problem will be to leave the poverty line 
further and further behind, and to furnish a steadily improving 


standard of life to the workers. 
B. SEEBOHM ROWNTREE 


Capitalist Enterprise and Social Progress. By Maurice HERBERT 
Doss. (London: Geo. Routledge & Sons. 1925. Pp. x + 
410.) 


Ir economists ever indulge in moments of self-questioning, 
they must often ask themselves, What is the relation between the 
refined analysis, the elaborately qualified conclusions of pure 
theory, and the rough, complex affairs of the market-place, 
which immediately concern the business man or the politician ? 
This difficulty has troubled Mr. Dobb. We seem to him to draw 
our assumptions from a state of classless individualism, and then 
apply them without further consideration to existing conditions. 
We hide conveniently under “economic friction’? the most 
characteristic feature of capitalist undertaking. In our exposition 
of pure theory we imply ethical judgments, not realising that, 
in the guidance of practical policy, differences of a most essential 
kind may be made by what in pure theory might be lightly 
regarded as mere differences of emphasis. Mr. Dobb feels that 
some conscious effort must be made to bridge the gulf between 
the conclusions of pure theory and the actual world. In particular, 
he feels the need for constructing theories of (1) Capitalist under- 
taking, and (2) the Entrepreneur Function—theories really suited 
to the phenomena they seek to analyse. The absence of a sound 
theory of enterprise has allowed the protagonists on the political 
stage to fill its place with motley, ill-fashioned conceptions of 
their own; and the responsibility of the economist in the future 
seems to lie in reducing this strange collection to some common 
measure and in civilising the Babel by giving to it at least a 
common tongue. 

In the presentation of his problem, Mr. Dobb leaves little to 
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be desired. Unfortunately, he fails to help us to a solution. His 
chief task is never tackled. ‘‘ Any economic society,” he tells 
us, “ will require two main functions, which the composite term 
Entrepreneur Function seems to describe, (1) the need (a) so 
to preserve the balance between producing groups that, in general, 
the marginal utility of the supply covers its marginal cost; and 
(b) so to regulate the distribution of economic resources between 
alternative uses that the marginal yield in all uses is approximately 
equal. (2) The need to promote such changes in the conditions 
of supply and technique as to increase the yield of human effort 
as much as possible, the grouping of resources being speedily 
and appropriately adapted to such changes in conformity with 
(1a) and (1b).” This is admirable. But we learn little more. 
Mr. Dobb makes no attempt to construct a theory of the Entre- 
preneur Function. Instead, we are treated to an analysis of 
Capitalist undertaking, an examination of various profit theories, 
and an account of the influence of institutions on the rise of the 
existing system. Mr. Dobb spends an unconscionable time 
packing for a journey on which he never starts. 

But if Mr. Dobb leaves us still seeking an adequate theory 
of the Entrepreneur Function, he deserves our thanks for a 
stimulating and provocative piece of thinking. He brings the 
light of an original and sceptical mind to play upon the teaching 
of his Cambridge masters. Nor has he consulted only the oracles 
of orthodoxy. Mr. Dobb’s most valuable chapters reveal the 
influence of Marx and of Veblen; he owes something also to 
Mr. Dickinson’s “ Institutional Revenue” (Economica, June 
1924); but their ideas are expanded in a way which is peculiarly 
his own. The distinctive feature of Mr. Dobb’s work is his 
emphasis on the institutional approach to economics; the extent 
to which economic relations are dependent on the institutions 
of a class society, and hence are in process of development and 
change; the way in which the factor of Monopoly and the forma- 
tion of social classes are connected with the rise of the Capitalist 
undertaker; the way in which the existence of Monopoly prevents 
the Entrepreneur Function from being adequately fulfilled. 
Economists have tended to devote attention to but one set of 
influences and neglect others that enter in as essential and material 
parts of their problem. In emphasising the significance of 
institutional factors, Mr. Dobb has rendered a conspicuous service. 

Special mention should be made of the two hundred pages in 
which is surveyed the influence of institutions on the growth of 
the existing system of enterprise. The object of this survey is 
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to illustrate the ideas fashioned in the analysis of the first part. 


’ Mr. Dobb occasionally (e.g. in the discussion of the origin of 


towns) wanders farther afield than is necessary for the develop- 
ment of his main thesis. In itself, however, this section is far 
the best in the book and might well be reprinted separately. 
I congratulate Mr. Dobb upon the way in which he has handled 


his authorities. 
J. LEMBERGER 


The Social Significance of Death Duties. Adapted from Dr. 
Shultz’s translation from the Italian of Eugenio Rignano 
by Str Jostan Stamp. (London: Noel Douglas. N.d. 
Pp. 168. Price 5s. n.) 

Sir Jostan Stamp has no bowels of compassion for the patient 
bibliographer or the conscientious reviewer. His book is undated, 
and in the place in which the date is most usually given he has 
allowed the publisher to make the bad joke of putting his own 
initials, ‘““N. D.” I have had to gather from another source 
than his book that “ Dr. Shultz’s translation of Professor Rignano’s 
work for American readers” is The Social Significance of the 
Inheritance Tax, a book of 128 pages published in New York in 
1924 and I am still in the dark as to the name and date of “‘ Pro- 
fessor Rignano’s work ”’ itself, except that I can say, firstly, that 
it is not the much larger book published in Italian in 1901, of 
which the French version, Un Socialisme en harmonie avec la 
Doctrine Economique Libérale, was reviewed by Sidney Ball in 
this Journat for March 1904, and secondly, that it must have 
come out after September 1919, since the first chapter of Part I 
in the present work (pp. 29-41) is said on p. 148 to be a republi- 
cation of the article ““ A Plea for a Greater Economic Demo- 
cratisation ”’ contributed to this JouRNAL by Professor Rignano 
at that date, though it is not, in fact, a mere republication, as 
the English is altered (and very much improved) throughout 
and some changes are made in the substance. 

This chapter contains the essence of the ‘“ Rignano Plan,” 
and Professor Gerbino, when he says (p. 148), “‘ Rignano’s project 
is known to English readers as explained to them by himself,” 
is juster to this Journat than Sir Josiah Stamp, who says (p. 7) 
that the British public “‘ only knows Professor Rignano through 
the references of other writers.” 

The rest of Part I consists of an appeal to Socialists to be 
practical, and some details in the working out of the Plan (pp. 
42-65). Part II is a reply to various criticisms (pp. 69-109). 
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Part III, ‘‘ Toward a Practical Realisation of this Programme ” 
(pp. 113-34), consists of two chapters, which Sir Josiah Stamp 
has adapted, to suit British ideas and conditions, the first, “‘ A 
Maximum Project,” having been originally written by Professor 
Rignano, and altered to suit the United States by Dr. Shultz, 
and the second, “‘ A Minimum Project,” having been Dr. Shultz’s 
own work. Appendix I is a letter addressed in 1921 by M. 
Emile Vandervelde to the then Prime Minister of Belgium, 
recommending the scheme for Belgium, and Appendix II is a 
reprint of an article by Professor Gerbino, proposing it as a 
means for the more rapid extinction of the British National 
Debt, which appeared in this Journat for June 1925. 

For the benefit of those who have become readers of this 
JOURNAL since Professor Rignano explained his plan in it, we 
may say here that the proposal is to levy a confiscatory duty on 
property which the deceased received by inheritance from some- 
one who had himself inherited it, a high duty on property which 
the deceased inherited from someone who had not inherited it 
but had accumulated it, and a lower duty on property which 
the deceased himself accumulated. The distinction between the 
whole of what the deceased received by inheritance and what he 
accumulated is easily made by referring to the records of the 
tax-collecting agency and finding how much he received during 
his life by inheritance or bequest: this value (or his whole estate 
if it does not amount to so much) is the inherited portion, and 
the remainder (if any) is the accumulation. How the division 
of the inherited portion into that which comes from a previous 
inheritance and that which comes from a previous accumulation 
is to be made is nowhere, I think, explained, but presumably it 
would be made on the same principle, so that if, for example, 
an aunt, whose total estate was £10,000, made up of £7000 
inherited and £3000 accumulated, had left a nephew a legacy 
of £1000 net, that amount on his death would be allotted 70 per 
cent. to the part of his estate liable to the confiscatory duty and 
30 per cent. to the part liable to the high duty. 

Professor Rignano conceived that the outcome of his plan 
would be an economic paradise in which nobody would have to 
pay any taxes, and the individualist lamb would lie down with 
the socialist lion, both being content to see private property 
passing steadily into the hands of the State. It is rather curious 
that neither his friends, who were few, nor his enemies, who 
were many, seem to have made any attempt, or at any rate any 
attempt which has attained considerable publicity, to estimate 
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how much could really be got out of the scheme. Now even in 
1904-5 the total tax-revenue was £121 m. and the whole of the 
property paying estate duty was only £264 m., so that to clear 
the country of taxes other than death duties, 46 per cent. on that 
property would have had to be levied instead of the 4-7 per 
cent. actually levied. Considering the rate at which capital 
increases, there is no reason to suppose that Professor Rignano’s 
50 per cent. on first and 100 per cent. on second transmissions 
would have brought the yield up to 46 per cent. on the total, 
but it is not outrageously absurd to suppose that they might 
have done. But in 1924-5, while the property paying estate 
duty had only risen to £442 m., the tax-revenue had risen to 
£680 m., so that to clear away the taxes the Rignano duties 
would have had to raise the death duty receipts from the actual 
13} per cent. on the total to 153 per cent. ! 

In fact, it does not seem likely that the addition of the Rignano 
duties could bring the receipts up to 40 per cent. The second 
transmissions are not a large proportion of the whole, and would 
be a much smaller one when 50 per cent. was levied from the 
first. Of course existing taxes might be maintained, so as to 
provide with the additional Rignano duties a larger surplus 
for the extinction of debt than is provided at present, and when 
the debt was entirely paid off, the acquisition of positive property 
by the State might be begun. But every financial authority 
knows the difficulty of maintaining taxes for the extinction of 
debt, and the difficulty would be at the most very slightly dimin- 
ished. The present taxes would certainly soon be reduced and 
the expenditure increased. 

Consequently the scheme has fallen somewhat heavily from 
being a social panacea to being a possible expedient for redis- 
tributing taxation in such a way that a little more can be got 
out of the tax-payers without making the whole community 
worse off than at present. 

Would a discrimination against property inherited by the 
deceased tend to diminish either the avoidance of death duties 
by gifts inter vivos or the discouragement of saving ? 

If it would diminish the tendency to avoid the death duties 
by gifts during life, this would be a great merit. It is easy to 
pooh pooh this tendency, and to say that people will not divest 
themselves of much of their property in their lifetime and run 
the risk of meeting the fate of King Lear. This is true of small 
and moderate fortunes, but when a man has hundreds of thousands 
he can part with a great deal without the least real risk of poverty 











238 THE ECONOMIC JOURNAL [JUNE 


or even discomfort. I cannot believe that persons with just 
over two millions will long continue to compel their children 
to pay £624,000 more to the Exchequer than would be necessary 
if they cut themselves down to the fairly comfortable competence 
of £250,000 a few years before their decease. And it must be 
remembered that a very large proportion of the death duties are 
levied on large estates: about one-quarter of the whole comes 
from estates exceeding £800,000. It is futile, at any rate in 
Great Britain and America, to talk of prohibiting or taxing gifts 
made more than a very few years before death. To stop boot- 
legging is a very easy thing as compared with stopping a man 
from handing money to his children. 

Now where a person has had a considerable inheritance and 
is accumulating largely in proportion to what he has inherited, 
the proposed discrimination (with an equal total yield) would 
make him less inclined to avoid by gifts, since he would not be 
able to diminish the amount to be levied in respect of the inherit- 
ance. But if he sees little prospect in any case of being able to 
add much to his inheritance, the heavier duty levied on it (heavier 
than under the existing system) would make him more inclined 
to avoid by gift. Where the property inherited by the deceased 
is small, the lighter duty (lighter than at present) would of 
course be less “‘ encouraging ”’ to avoidance in cases where it is 
in fact encouraging at present. Roughly we might perhaps say 
that the tendency to avoidance would be greater than now with 
the ‘‘ old rich’ and less than now with the “ new rich”; and 
the net balance is difficult to strike. 

Sunilarly with regard to the discouragement of saving. One 
set of people would certainly say, “‘ My estate will have to pay 
so much on my inherited property that there will be little of 
that left for my children: therefore I must toil and scrape more 
than ever to accumulate something out of income”; but another 
would say, ‘‘ I can’t make ends meet, to say nothing of accumu- 
lating additions to my capital, so I may just as well spend freely 
—it’s all or mostly at the expense of the Government.” Where 
the inherited property is too small to matter, of course the lighter 
(than at present) taxation of accumulation would be less dis- 
couraging to saving than the higher taxation of the present. 
Again the net balance is difficult to strike. 

Epwin CaNNAN 
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The Economy of Human Energy. By Tuomas Nrxon CaRVER, 
Ph.D., LL.D. (New York: Macmillan Co. 1924.) 


ONE provision in the present which might greatly benefit the 
future would be a Chair of Plutocratic Economics, to advise the 
rich how to spend their wealth. The reflection was suggested by 
a remark of Professor Carver (amply supported : pp. 22, 23, 205, 
209, 219, 228, 232) ‘‘ The most-needed men at the present time in 
our industrial system are the wise investors.” ‘The wisdom of 
the remark is not impaired by the facts brought home in the 
author’s more recent book, The Present Economic Revolution in 
the United States (Boston, Little, Brown & Co., 1925), where he 
shows how wisely the American working man has begun to invest 
for himself. The millionaire is still a greater wonder to us, and 
a greater problem to his fellow-countrymen. 

Yet the humbler men are more likely to take the lessons of 
the present book to heart. As is not unusual with books in 
general, the title hardly hints at the contents. We might have 
found a discourse on the Steam-engine or the Tractor. These 
are not omitted (pp. 53, 186, 188), but there is much besides. 
Some things in the book are old; it would be strange to find 
nothing but novelty, and equally strange in our author’s case 
to find nothing but antiquity. Out of the wise man’s treasure- 
house come things new and old, human life being for the most 
part continuous. A high economic authority speaks of human 
acts in vulgar trade and industry as controlled by an Invisible 
Hand to results not contemplated by the agents. So Professor 
Carver tells us: “‘ Human beings act unconsciously, driven by 
their own nature, precisely as they would act consciously if they 
were convinced by unanswerable logic that the most valuable 
thing in the world was human energy, and the most profitable was 
to transform the largest sum of solar energy into human energy ”’ 
(p. 12). So one man is not at all as good as another. He who 
contributes to energy in others as well as exemplifies it himself 
is the better man, for he is making the world better. Yet our 
author (some of us will say quite rightly) will not make it a 
question of Greatest Happiness, but rather of the (Aristotelian) 
increase of energy and enlargement of the stream of human life. 
Pleasure is, however, a good lure to lead us to function (p. 23). 

With advancement there must be conservation of advances, 
and this means largely thrift. There is no conflict between thrift 
and a high standard of living; to keep up a high standard of 
living it is not necessary to be wasteful. “It is the writer’s 
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observation that the thriftiest people are the people with the 
highest standard of living,” for thrift is not mere shunning of 
expenditure, it is judicious expenditure, with an eye to the future 
(p. 36). Thrifty communities spend more than unthrifty; they 
have more to spend. They spend on producer’s goods (p. 37). 
Also there is an economy in food, which means choice of the food 
most economically grown, bacon above others (p. 48, etc.). The 
praises of the hog may be set down by some Englishmen as “ so 
American ”’; but the case deserves study. “‘ The fecundity of 
the hog and its quick maturity give the pork producer a much 
quicker turn-over than the beef or mutton producer, and thus 
tends towards a lower cost of production” (p. 47). A nation 
that refuses hogs is refusing an economic advantage in the 
struggle for existence. So vegetarianism is a costly luxury. 
** All the cornstalks, wheat straw, bran, cottonseed meal, and 
other by-products which are not suitable for human food would 
have to go to waste,” while there are animals standing by quite 
ready to turn them (and themselves) into food for us (p. 50). 
Special foods can be supplied so economically and on so large a 
scale that they should be the staple diet, “if the world is to 
support the maximum number of people on the optimum scale of 
health and comfort;” these foods are wheat, beef, mutton, 
potatoes, sweet potatoes, Indian corn, and sugar (p. 57). In this 
connection our author’s estimate for the U.S. is illuminating. 
He gives in a Table the Standard Ration for the Army and the 
amount of land in acres needed to furnish the several foods in 
pounds and ounces (p. 63). 

What is the economic importance of moral qualities? Trade 
as we all know (from the old authority already quoted) cannot 
move easily without honesty. Our author adds that other people’s 
lives are not safe unless we have sobriety (pp. 115, 179). It is 
of no avail to hold with Lafcadio Hearn (p. 82) that in societies 
of Ants we have absolute altruism without any sense of duty. 
We are not as emmets are. We need the law of duty and we need 
civilisation, “‘the art of living comfortably together in large 
numbers” (p. 105). To preserve it, we need competition, 
which “is the breath of life to us”’ (pp. 121, 209). To carry on 
the best form of it, we must be picked men, able to stand in the 
evil day, withstand temptation, and endure discipline, adopt new 
inventions and adapt ourselves to new circumstances. Cain’s 
victory over Abel was that of new over old methods of production 
(Chap. VIII). It is no reproach to be slaves of the machine 
(p. 178). 




















1926] KYRK : A THEORY OF CONSUMPTION 241 


The application of this homily to our own country is telling. 
Why is England’s labour problem so acute? There is too much 
labour, there is quite enough land, there is quite enough capital. 
“There are not enough men who know how to employ labour, 
land and capital in such a way as to turn out a product that 
people will buy, at a price that will cover the cost’ (p. 135). 
The way is made hard for the English employer by the Dole; he 
has to pay labour twice over, his own men, and the unemployed 
(p. 136). ‘“‘ If business were not taxed to pay doles to the unem- 
ployed, there would be fewer unemployed” (p. 136). We do 
not bring up enough men to find the new ways; we send too many 
into the learned and “ respectable’ professions. We complain 
when a man whose heart is still in his work insists on working 
beyond a fixed age of retirement and going on till he drops. 
Such men are at the least lightening cost and some of them adding 
new strength to us. There is nothing more pitiable than the 
spirit that says: Soul, thou hast much goods, etc., now eat, 
drink and be merry (pp. 148, 150). We need all the talents, young 
and old. The sum of all good educational policy is the proper 
distribution of human energy, so that it goes where it is wanted 
most (p. 170). We have not yet exhausted the infinite variety 
of division of labour (Chap. XI). Mr. Carver has dealt mainly 
with border questions between ethics and economics in this book ; 
but there are some good discussions that are mainly economic. 
The application of the marginal theory in Chap. XIII seems very 
happy. There are good contributions to current controversy. 
If the product of industry is all due to labour, then a “‘ pacifist ” 
must attribute all the blame of a munition factory to the workers. 
If evil is done by ardent spirits, the blame falis on the workers, 
who (on that theory) alone produced them (pp. 250, 251). 

Such a book coming from such an author is popular political 
economy without the drawbacks thereof. It was written in the 
first instance for Americans; accordingly, the diction, it must be 
said, is not always our conventional English. 

J. Bonar 


A Theory of Consumption. By Hazet Kyrx. (London: 
Pitman. 1924. Pp. 293.) 


Tuts book is both a plea for a completer study of the economics 
of consumption, and an important contribution to it. What is 
“the world behind the demand curve,”’ and to what extent has 
it an organisation and system of rules, parallel to that which is 
found in the world behind the supply curve? It is the keynote 
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of this book that the theory of consumption cannot be limited to 
a theory merely of use ; the consumer being not merely the final 
and passive receptacle into which flows a stream of goods, to 
settle at the uniform psycho-physical level of marginal equivalence. 
The author perceives three aspects of consumption, all of them 
active; general purpose, choice, and use. All of these control 
economic activity. And all of them relate to welfare; the final 
purposes of life, the things which society chooses to have made, and 
the economy of use, are as important a study as the technique of 
production. An important examination is made of the consumer’s 
freedom of choice, and the limitations upon it, through necessity 
or convention. The technique of production affects it, as well as 
the ethical standards of the producer, in respect of quality of 
supply, economy of supply, and suggestion through advertisement. 
The marginal theory is discussed, and criticised because of its 
emphasis on individualism and hedonic tests of utility. Here the 
author might have gone further, in the direction of Mr. Hobson’s 
discussions of consumers’ purposes. What is it that is made 
equivalent at the margin of use? In a world composed of 
individuals of all types, hedonists, Kantians, intuitionists, and 
so forth, is expenditure determined in each direction by any more 
particular formula than that it is thought to be equally right? In 
investigating the world of purposes and standards which lie behind 
this judgment, the author is led into an interesting examination 
of the meaning and variation of standards of life. The chapters 
on this theme give to the bare theory of consumption a substance 
and content similar to that given on the other side by the study 
of the organisation of production. True to the best modern 
pyschology, the key to the consumers’ activity is found in what 
may be called long-period purposes, but limited by conventional 
obstacles. For the exploration of this hinterland, some new paths 
are made and followed, and diffuseness can be excused where so 
much is brought under review. This commendable contribution 
was written as an Essay for a public prize, and is now published 
with the well-deserved approval of such examiners as J. B. 
Clark, J. L. Laughlin, and Wesley Mitchell. 
D. H. Macerecor 


Money. By Pror. R. A. Leuretptr. (London: Oxford Uni- 
versity Press. 1926. Pp. 112. 2s. 6d. net.) 


PrRoFESsOR LEHFELDT has succeeded in compressing into 112 
pages an outline of monetary history as well as of monetary theory. 
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And he does not confine himself to the mere elements of the 
subject; he discusses the value of money under Diocletian, par 
clearance under the Federal Reserve, Jevons on the harvest 
cycle, and the “ unspent margin.” All this is achieved without 
any sense of overcrowding or hurry; there is no conscious effort 
to include a multitude of information; the items take their place 
in the natural flow of the writer’s thought. The style is tranquil, 
easy and lucid. Professor Lehfeldt follows the opposite principle 
to that which lays down that the only way to give the student a 
good grasp of this subject is to make it appear much more 
difficult than it really is. 

Yet the book is necessarily something of a four de force, and 
the beginner is in danger of being beguiled. Theory is postponed 
until the end. But with the quantity theory still to be explained, 
the diverse systems of note issue and the significance of bank 
deposits must remain in part un-understood; no account of the 
monetary cycle is worth while which precedes the treatment of 
velocity of circulation. Some repetition is probably essential to 
full intelligibility ; the author is too skilful in economy. 

The descriptive chapters take a comprehensive view of the 
subject and introduce examples of monetary practice from a wide 
range of countries. They also include some interesting quanti- 
tative information usually absent in text-books of this size. The 
chapter on bank deposit money presents the subject in an 
original manner ; it shows how loans create deposits, but it does 
not explain the further view, which Mr. Hawtrey has been at 
pains to establish, that in a time of expansion additional loans 
may raise prices without creating additional deposits. It is 
hardly fair to complain of omissions. But the use of the bank 
rate ought to have been mentioned in the chapter on foreign 
exchange. Indeed the whole topic of central bank regulation is 
dealt with rather scantily. There is only one paragraph on the 
gold exchange standard. 

Professor Lehfeldt is tolerant of monetary reformers; but he 
is not eager to join their ranks. He prefers to take an impartial 
and scientific view of their influence, to weigh accurately their 
chances of success. He stands outside in the line of spectators 
watching their struggie, and will not rush in and add his strength 
to theirs. He may conceive that it would be wrong to mislead 
students with vain delusive enthusiasms. “‘ The general feeling 
has been a desire to get back to the comparatively satisfactory 
state of things existing before 1914; until that is accomplished, 


there is not much thought for such problems as gave rise to 
R2 
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Fisher’s proposals. . . . But in time . . . they will come in for 
consideration.” This is perhaps postponing reform until reform 
is by definition impracticable. For the “‘ satisfactory state before 
1914” does not surely mean here each nation having precisely 
the same monetary system as it had before 1914, but each nation 
having a well-defined system, with which it is more or less content, 
and from which it does not intend to depart unless compelled to 
by some convulsion. And is a return to 1914 still possible ? 
The smaller nations may be willing to look after their own systems 
and let the general gold situation look after itself, which is what 
the state before 1914 also implies. But could the Federal Reserve 
Board, even if it wished to, ever slip back into thinking of nothing 
beyond the convertibility of the dollar? Can the self-conscious 
man regain his native innocence ? 

Professor Lehfeldt has set himself to compose a small text- 
book on money; but he is so clear-headed, so well informed, so 
incapable of padding or redundancy, that what he writes must 
command interest and attention. 

R. F. Harrop 


The Medieval Village. By G. G. Coutton, D.Litt., University 
Lecturer in English. (Cambridge Studies in Medieval Life 
and Thought.) (Cambridge University Press. 1925. Pp. 
xxx -++ 603. 25s. net.) 

“* Economic History,” as a subject for systematic investigation 
and teaching, has pulled itself out of the welter of miscellaneous 
“social history’ by grounding itself on institutions. So long as 
there was nothing to be seen but a mass of unrelated particulars, 
the knowledge of a number of them might satisfy a love of the 
picturesque, the strange or the horrible; but could hardly give 
rise to a fruitful study. Such a study began to be created when 
it was realised that the mass of particulars could be grouped in 
and around institutions. And it made notable progress when 
curiosity concentrated itself on economic conditions, and when to 
this new field were applied the methods of the legal and consti- 
tutional historians. The labours of scholars were vastly stimulated 
by the dominating thought of the nineteenth century—the thought 
of development. They looked for economic institutions; and 
they expected to be able to trace their origin, and to find them—in 
Europe at any rate, and however slowly—transforming themselves 
into other shapes. 

But Economic History in this stage had its limitations. In 
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contemplating institutions it was only too possible to forget the 
_very human men and women who worked them and lived under 
them. And what Comte said of Political Economy was true also 
of Economic History: it cannot be fully understood apart from 
other aspects of social life. So that a new handling of its topics, 
from the point of view of the student of literature, is likely to be 
refreshing and stimulating, especially if the initiator of the new 
departure be a man of imagination and generous sympathies. 

Herein lies the significance of the work which Dr. Coulton has 
been prosecuting for several years; of the school of researchers 
which he has created at Cambridge; and, in particular, of his 
present treatise on the Medieval Village. It draws on a 
remarkably wide range of reading over the whole extent of the 
Dark and Middle Ages—reading, much of it, familiar only to the 
theological or the literary specialist ; and it destroys the insularity 
of outlook which has characterised so much of English historical 
and economic writing by its wealth of parallels from all the 
countries of Western Europe. And—what Dr. Coulton certainly 
desires above everything else—it stirs us out of the complacency 
which so easily besets us, our contentment with formule and 
notional constructions. It forces us to feel anew; to picture 
afresh to ourselves the daily toil and narrow thought and scanty 
opportunities of the great body of our ancestors; the injustices 
they suffered; the meagre help they received from those whose 
clear duty, it may seem to us, was to protect and assist them. 
Seva indignatio as a permanent frame of mind may not tend to 
impartiality; yet, for many of us, an occasional fit of it is very 
salutary. 

It is only after saying this, and recommending Dr. Coulton’s 
book to all seriously concerned with medieval history and 
emphasising the gratitude it richly deserves, that the reviewer will 
feel inclined to go on and make certain further comments. 

It may be asked, in the first place, whether there is not some 
danger lest the institutional framework of medieval society may 
be somewhat obscured. ‘‘ The manorial system” is no doubt 
often conceived of as more symmetrical and universal than it 
ever was in fact. But was it not sufficiently widespread and 
sufficiently similar over large stretches of time and space to make 
it the most useful preliminary framework round which to gather 
the new material? if only care be taken at once to lay stress on 
the multiformity of actual life. And as to the obligations of 
serfdom : is not the grinding hardship of week-work, three days 
a week throughout most of the year, far more significant than 
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particular and local grievances, however bizarre? The allegation 
that a particular lady made her tenants hunt for snails arrests 
attention; but is it, to a more settled gaze, so significant as the 
compulsory ploughing and harvesting, year in, year out? To 
judge from the index, week-work occurs in just one of the excerpts 
given by Dr. Coulton: no account is given of it as a prevailing 
institution. Probably Dr. Coulton assumes that his readers are 
familiar with Seebohm or with one of the manuals based upon 
him. Nevertheless a direct frontal attack on the problem is 
surely called for in a substantial treatise on the medieval village. 
That, in central and western Europe, roughly one half of a serf’s 
labour was demanded by the lord, as a basis to which might be 
attached all sorts of other, yet minor, requirements, when this 
is compared with the half of the serf’s produce (not labour) 
required so commonly in southern and south-eastern Kurope— 
this is just the largest of all the outstanding facts which constitute 
the essence of ascription to the soil. The comparison points also, 
it may be thought, towards the determination of its place in 
social development as a whole. 

And that suggests a further question : whether, even for the 
purposes of a general survey such as Dr. Coulton aims at, it would 
not be well to face rather more definitely the problem of origins, 
and the problem, wrapped up with it, of the direction of movement. 
Medieval society does indeed often strike one as amazingly static ; 
and yet over the course of ten centuries we can hardly doubt there 
was some sort of trend. The question, what the trend was from, 
is not one that can be successfully shirked, or left by the social 
observer to the institutional historians. Dr. Coulton seems to 
waver between the older Germanist view of the degradation of 
free men into serfdom (e.g. on p. 9, with an apparently misplaced 
note 4), and the newer view—at first Romanist but now making 
way among even German scholars—of the elevation of slaves 
into serfdom (e.g. p. 385). It is possible that each view is true 
of particular districts or periods; but we want to know which is 
the more preponderatingly true; or, at least, what were the 
districts and periods to which each applies. It is evident that 
upon the answer or answers to these questions must depend our 
interpretation of a multitude of particular facts. And for this 
reason, if for no other, it might be well to impose upon oneself a 
self-denying ordinance in the matter of chronology and the choice 
of citations. If origins are not going to be faced seriously, then 
it would be expedient to limit oneself to material between, say, 
A.D. 1000 and a.p. 1400. It would be absurd to try to draw 
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rigid boundaries; and one may be patient with Capitularies of 
A.D. 800, especially when accompanied by a note that “ the 


’ servus may [here] be a slave in the strict sense,”’ (p. 106, n. 3). 


But Gregory of Tours (p. 107) does rather pull one up. JF pur si 
muove, one murmurs. Of course Dr. Coulton feels this too: it is 
only to be wished that he had brought it out more distinctly. 

A circumstance which, while it may possibly increase immediate 
interest in Dr. Coulton’s book, will lessen, one fears, its future 
usefulness, is that the author’s interest in his subject is largely 
dominated by another purpose. His main purpose as a scholar 
has for years been to investigate the character of medieval 
religion as a working system ; to show its dark as well as its bright 
sides; to ascertain its real relation to the actual activities, hopes 
and fears of the several classes. This Village book is for him a 
“parergon ”’; and its purpose is quite fairly stated on the wrapper : 
‘a study of the life of the medieval peasant, and of the attitude 
of the monk, as landlord, towards the poor.”’ 

To most of us who nowadays study medieval economic history 
it never occurs to think that the ecclesiastical landlord (sole or 
corporate) differed in any way, in his estate policy, from the lay 
landlord. Our material comes, in fact, mainly from ecclesiastical 
corporations; and we use it without hesitation—indeed without 
raising the question—as sufficiently illustrative and explicative of 
feudal landlordship in general. Dr. Coulton’s repeated verdict 
that ‘‘ the individual cleric was probably on the average a kindlier 
man” (p. 203); that the monk’s “daily habits and thoughts 
must have been more sympathetic to the labourer than the 
knight’s or his vassals’ ”’ (p. 230; cf. p. 378), will not seem to err 
from want of charity. His “tentative’’ estimate that “ the 
monastic landlord was four or five per cent. better than his brother 
the layman” (p. 142) will appear an almost liberal allowance. 
But apparently there are quite a number of popular writers and 
journalists who idealise the monastic landlord and make the 
Middle Ages golden ages of clerical beneficence and peasant 
happiness. These bulk very largely in Dr. Coulton’s eyes, and 
he misses no opportunity to smite them hip and thigh. Of course 
he does it triumphantly ; there is very little left of them when he 
has dealt with them. But one can’t help wondering whether it 
is worth while. In Germany, no doubt, Janssen and Pastor have 
given the worshippers of Luther a lively time : after the bow had 
been bent too far in one direction it is not wonderful that it should 
be bent too far in the other. In France, it looks as if the rival 
defenders of the Revolution and of the Ancien Régime will go on 
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being the mouthpieces of “les morts qui parlent ”’ until all the 
archives have been rummaged. But in England? There are 
Messrs. Belloc and Chesterton, and even Cardinal Gasquet; but 
do scholars really take them very seriously? And as to the 
journalists—is a 25s. book the way to get at them ? 

Moreover, though Dr. Coulton—it must be repeated—makes all 
his big points quite conclusively, there is just a little tendency 
to push the victory a trifle too far, and this may give the impenitent 
journalist a little more opening than he deserves. Here are a 
few examples. 

Pollock and Maitland (I. 397) are referred to (p. 13) for 
examples of the sale of a serf apart from the land. They conclude 
“he is seldom sold as a chattel, though this happens now and 
again.” Dr. Coulton’s comment, on the same references, is, 
“even in England such cases are not infrequent.’’ The darker 
colouring would seem to call for a word of explanation. Dealing 
with the question how far the monks deserve credit for having 
cleared the forests, Dr. Coulton refers to Flach, as having ‘‘summed 
up very justly in his solid and fully-documented study,” the 
Origines de Vancienne France. To those who have read Flach’s 
polemic against Fustel de Coulanges these will seem doubtfully 
appropriate adjectives. In passing, be it remarked that neither 
Fustel’s works nor Seebohm’s occur in Dr. Coulton’s bibliography. 
On this special point, however, not even Flach could call his 
conclusions ‘fully documented.” He carefully explains that 
from the nature of the case (as he understands it) he cannot 
produce documentary evidence. In a footnote he explains that 
he has just one bit to show; but it surely requires a great deal of 
imagination (whether rightly or wrongly employed) to get his 
conclusions out of it. 

The attitude of the ordinary peasant toward religious services, 
Dr. Coulton describes (probably enough with accuracy) as 
“ listlessly well intentioned but no more ”’ (p. 260). But why the 
footnote, with two learned references : ‘“‘ We need not emphasise 
the fact that medieval children sometimes played at church 
ceremonies ’’? It is not quite clear which way this is meant to 
tell, but the implication is that it supports the text. But have 
not children, in indubitably God-fearing households, played at 
being priests or ministers? Did not Dr. Coulton himself ever 
‘“‘ dress up ”’ and preach to the admiration of his playfellows or the 
servants ? 

The whole problem of Usury is a large topic which Dr. Coulton 
could not avoid. But he does not make his attitude clearer by 
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the indiscriminate use of “ capitalistic ’’ for almost every employ- 
ment of, or desire for, wealth (e.g. pp. 280, 284, 301). Is not the 
question at issue precisely this: in what way and when did 
“riches ’’ become “‘ capital’? And that being so, in what sense 
can the demand of the German peasants at the Reformation 
period that “ usury should be put down ”’ be called “ essentially 
reasonable ” (p. 355)? How could it have been done? And if it 
was to be effected by distinguishing between “ excessive ’’ and 
justifiable usury (p. 366 n.), was not that just what the poor old 
canonists were trying to do? With economic life so diverse as it 
was in the later Middle Ages, it is no gain to regard practical 
problems as susceptible of quite simple solutions. In escaping 
from the Scylla of—shall we say ?—Dr. O’Brien, we must not 
fall back on the Charybdis of Jeremy Bentham. 

In more than one place Dr. Coulton explains the slowness of 
the monastic proprietors to carry through measures of emanci- 
pation by the natural conservatism of corporations. For this 
they must bear the blame. But without giving them credit 
which they do not deserve for the unintended results of their 
inaction, it is worth while just pointing out that this very con- 
servatism was for what many of us may regard as the benefit of 
succeeding generations. It is true, for instance, that in Bavaria 
the law long survived which bound the peasant to the soil, and 
that “‘ Bavaria is one of the districts in which the Church has had 
most uninterrupted power” (p. 158 n.). It is also true that 
Bavaria retained, in consequence, its peasants on the soil, and that 
it is perhaps the district in Germany where the agrarian situation 
on the whole is now most satisfactory. 

But it has already been indicated that Dr. Coulton is really 
only concerned, when dealing with ecclesiastical landlords, to 
prove they were not patterns of benignity. All rural life, whether 
under lay or clerical lords, he paints in sombre colours—in spite 
of the cheerful picture of dancing peasants which appears on the 
wrapper, and of the village procession, as entertaining as a cinema, 
which forms the frontispiece. A perhaps unnecessarily cheerless 
impression is created by the very effectiveness of some of the 
instances quoted; for what one wants to know is how far they 
were typical. Take, for example, the merchet. In certainly the 
vast majority of cases this was a fine paid by a villein when he 
married his daughter into another manor. In some few cases the 
rule applied alsotoason. But clearly in most instances it did not. 
And therefore to say, apropos of the rule of the Church as to 
forbidden degrees, that “‘ where, as often happened, the bondmen 
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of a particular lord formed quite a small group . . . then any serf 
who was particular about his soul must have paid the enhanced ( ?) 
fine for marriage outside or have condemned himself to celibacy ” 
(p. 472), does seem too sweeping a generalisation. And when this 
topic leads on to a consideration of that alleged brutal droit de 
seigneur which was made so much of by certain types of revolu- 
tionary literature, it is not as easy as one could wish to see in 
Dr. Coulton’s elaborate Appendix that absolutely dry light that 
he properly demands in the historian. Whereas Pollock and 
Maitland (i. 354) believed it ‘‘ utterly impossible ”’ to find any 
entry in English documents which sanctioned “the alleged claim,” 
Dr. Coulton suggests its possibility by reference to a case which is 
one (1) of exceptional lust, (2) where the father did give his 
daughter in marriage against the lord’s will, and (3) where a 
remedy for violent housebreaking on the lord’s part was offered 
by the king’s court. As to the Continent, Dr. Coulton does not 
maintain that the alleged right was ever enforced; it was a 
threat, he holds, for the purpose of extorting a payment; and 
“even in this form it existed only sporadically.” If so, is it not 
just a little misleading to speak of it as “‘a side of village life ”’ 
(p. 80)? It may be added that the very different custom surviving 
in France in the seventeenth century (p. 467), and the other 
custom subsisting till 1790 (p. 468), while they may conceivably 
have descended from an ancient usage of almost unthinkable 
bestiality, if that could itself be proved, may with much more 
likelihood have had altogether different origins. 

However, all these comments are not meant gravely to 
detract from the merit of a considerable achievement. Its author 
has felt himself under a moral compulsion to be frankly contro- 
versial. It is ‘‘a laborious race,” he pathetically remarks, ‘“ to 
overtake a host of misrepresentations ” (p. 388). And he implies 
that ‘‘ the necessarily contentious stage ”’ of social history is not 
yet over. He may be right. But on all points that really matter 
he has the big battalions of scholarship on his side. And the 
reader who admires his work and accepts it with gratitude cannot 
but wonder whether in future a less personal note—more of the 
impersonality of the great masters—would not be more effective 
even with the wicked world of journalists and partisan writers he 
has so much on his mind. The first personal pronoun sometimes 
makes even scientific truth seem an individual hobby. 

Wm. ASHLEY 
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L’ Evolution Commerciale et Industrielle de la France sous Vv Ancien 
Régime. Par Henri Sz, Professeur honoraire a l'Université 
de Rennes. (Paris: Giard. 1925. Pp. 396.) 

Proressor SEE modestly describes his work as “‘ a provisional 
synthesis.”” And its value cannot be better expressed than in 
his own words: it will do much to “ make clear the questions 
involved ”’ and to “‘ show the gaps in our knowledge.” 

It is the fruit of the comparative leisure its author has enjoyed 
since he has retired from his office as a teacher at the University 
of Rennes. In earlier years he honourably distinguished himself 
by original investigations, especially into the economic history 
of his own province of Brittany. He has not ceased to work in 
this special field, and to set forth his conclusions from time to time 
in papers addressed to a specialist public. But the teaching and 
administrative duties of a modern French professor are onerous ; 
and while Professor Sée’s time has been mainly occupied in the 
immediate tasks of each day, his bookshelves must have been 
flooded with the stream of monographs, on particular districts 
and towns and trades and manufactures, which has been pouring 
forth in France, especially in recent years, in extraordinary 
abundance. As I have already remarked in reviewing M. Sée’s 
Vie Economique, which deals especially with the agricultural 
policy of the Ancien Régime (Economic JourNAL, XX XV, 288), 
France, with respect to work in economic history, has now taken 
up the running which, for thirty years or more, was made by 
Germany. There is, I suppose, this difference; that the German 
researches were mainly those of professional ‘‘ economists,’’ while 
most of the French researches proceed from professional “ his- 
torians’’’: a difference which will display itself both advantage- 
ously and disadvantageously, I expect, in the character of their 
output. Whether this will be so or no we shall soon see; for 
already the collections of documents, the doctoral theses, the 
off-prints from scientific journals and so on, are piling themselves 
up. The bibliography for industry and commerce alone, not includ- 
ing agriculture, at the beginning of the book now before us con- 
tains 243 entries, quite three-quarters of them dating since 1900. 
It was time, therefore, that some competent scholar should try 
to take hold of this literature as a whole, and see to what extent 
it reaches conclusions which justify generalisation. This is 
what M. Sée has undertaken with untiring energy and zest; 
and students in his own country and in all countries can hardly 
be too grateful to him. Put together, this present work, plus, 
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on the agricultural side, Za Vie Economique, and, on the literary 
side, L’ Evolution de la Pensée Politique, which has appeared this 
same year, may be said, not inappropriately, to do for France some- 
what the same service as the second volume of Cunningham’s 
Industry and Commerce did for England. Like Cunningham’s, 
M. Sée’s work is easily open to criticism. Written almost neces- 
sarily piecemeal, with a particular group of materials under con- 
sideration in each chapter, it is not so effective a piece of exposi- 
tion as a far less independent as well as Jaborious writer can make 
out of it, now that the survey has once been made. In the nature 
of the case, the author, whose desire must have been to cover the 
ground without any long delay, is not likely to have weighed with 
equal care all the evidence. It is therefore not difficult to pick 
holes in his narrative—and sometimes quite big holes! But, if 
he tells us at every point just what his evidence is—as Dr. Cun- 
ningham and M. Sée have both done—he himself supplies the 
opportunity for subsequent correction. And a synthesis, how- 
ever provisional, is such an immense help, both to the teacher of 
university classes and to the scholar who would make further 
inquiries, that it deserves more gratitude than it sometimes 
receives. 

That M. Sée’s work is really intended to be provisional, the 
author makes clear in his Preface, as well as in repeated words 
of caution throughout the book. He remarks, for instance, 
that the organisation of the craft corporations in the towns has 
been made sufficiently well known by a series of recent treatises ; 
‘but we ought to have a more distinct idea of the relative 
importance of the several crafts,” and for this the assessment 
lists and notarial and judicial archives will furnish the investigator 
with valuable material. There are already many books on the 
history of commerce, especially of overseas and colonial trade; 
but as to commercial practice, the place occupied by factors and 
agents and bankers, ‘‘ almost everything has still to be done ”’; 
and here the Admiralty archives and those of the Chambers 
of Commerce and the consular tribunals, together with the account 
books, where they survive, of business houses, have hardly yet 
been approached. On domestic trade, little has yet been written : 
we know that it was impeded to some extent by mistaken regula- 
tions and bad roads: we have not yet mapped out the various 
branches of internal commerce, with their stratification and 
location. About the royal and privileged ‘‘ manufactures ”’ 
in the contemporary sense of that term we know perhaps enough. 
But as to the rural and domestic industries, especially in the 
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textile and metallurgical trades, though we have already been 
brought to realise that they proved the really characteristic 
part of the economic development of the time, and constituted 
the intermediate stage out of which modern capitalism and the 
factory system were destined to emerge, many more monographs 
are necessary, says M. Sce, before we can measure their significance. 

It is not by way of criticism of so substantial an achievement 
as M. Sée’s book, but as a small contribution towards M. Sée’s 
own desire, viz. further progress starting from the point now 
reached, that one would venture to make a few general observa- 
tions. 

And the first is that there may be some danger in fixing one’s 
attention too exclusively on the subject immediately under 
discussion without remembering the background of general history. 
During the three centuries here under review there were the Wars 
of Religion, the Thirty Years’ War, the Wars of Louis XIV, the 
Seven Years’ War. These must have had some effect, if not 
always on the country as a whole, on particular trades and districts, 
sometimes stimulating, sometimes depressing. Nobody wants the 
old “‘ drum and trumpet ” history back again as an exclusive diet ; 
but one does want to remember what was going on outside the 
workshops. Perhaps a less obvious thought is this: there is 
reason to believe that the cyclical movement which characterises 
modern trade began to make itself felt in the eighteenth century, 
if not before. If its cause is psychological, failure to adjust supply 
to the market, we should expect it to appear as soon as French 
manufactures came to supply large and distant markets. If its 
cause is physical, the periodical failure of harvest, we should 
expect it in a country which, as M. Sée again and again points out, 
remained throughout preponderatingly agricultural in its interests. 
And hence complaints and lamentations concerning particular 
districts and trades are not necessarily to be taken as indicating 
gross and continuous defects in economic organisation: they 
may be the passing troubles and grievances of times of depression. 

Similarly it may be asked whether the archival material is 
always such as to give a complete view of normal conditions. 
Take, for instance, the question of the Jurandes—the incorporated 
trades. No one with any knowledge of patent historical facts 
can take the rose-coloured view of their beneficence, completely 
solving all labour troubles, that was at one time cherished by 
some very useful Romanticists. We all know how narrow and 
monopolistic they became; how they tended to become closed 
hereditary castes; how they prevented the mobility of labour, 
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and so on. But, then, is it not true that it is chiefly when they 
were getting into trouble in some way or another that we hear 
of them in the administrative archives? If they worked fairly 
smoothly and for the general local interest, for even quite a long 
period in particular places, we should not hear of them. I will 
not lay stress on the probability that a form of industrial organisa- 
tion which lasted more than four centuries must, for some large 
part of that time, and in certain Jarge areas, have served a useful 
purpose: this would savour too much of @ priori reasoning. 
But it may be pointed out that it was neither from the journeymen 
in the corporations nor from the domestic workers in the rural 
districts that the demand came for the abolition of the Jurandes— 
though one might suppose they had been given sufficient reason— 
but from the merchant class. We are accustomed to take the 
Cahiers of the Tiers Etat in 1789 as evidence of the grievances 
which the French Revolution was needed to remedy; and if we 
are justified in that habit, the two pages in which M. Martin-— 
Saint-Leon draws up the lists of cahiers favourable and unfavour- 
able to the suppression of the ‘“‘ communities ” should obviously 
carry weight in any historical judgment. 

Then, again, one is inclined to wonder whether the action of 
the Government has yet received quite unbiassed treatment. 
One has only to penetrate a little below the surface in French 
historical writing, even that of our own day, to discern strong 
currents of prejudice pro and anti the French Kevolution. M. 
de Vogué’s Morts qui parlent occur to one’s mind even in reading 
doctoral theses. Grant, as we must, that far too much was spent 
on the luxury and magnificence of the court and that the wars 
of the later years of Louis XIV were a drain on the resources of 
the country; granted also the tendency of all bureaucracies to 
magnify their office and to fall too greatly into the bonds of pre- 
cedent ; men and motives are wonderfully mixed. Itis conceivable 
that the royal Government was often, especially on the larger 
issues involved, desirous to serve the public interest and gave 
serious thought to the problems before them. And now that 
we have had a century’s experience of laissez faire and democracy, 
and cannot feel altogether happy about the social conditions 
which they have created or permitted, perhaps we can look back 
even on the Ancien Régime with more charitable eyes. And 
possibly we may not then see quite so much “ préoccupation 
fiscale ”’ as even M. Sée supposes. I must confess, for instance, 
that M. Fagniez’s study of L’Economie Sociale sous Henri IV 
inclines me to ascribe more honesty of purpose and more per- 
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manent significance to the great measures of 1581 and 1597 than 


.M. Sée would perhaps enable us to find in them. In extending 


and codifying forms of organisation which had sprung up more 
or less sporadically, they seem to resemble the legislation of 
Elizabeth in England. Indeed much that M. Sée puts before 
us suggests the desirability of comparative studies. 

Whatever may have been the merits or demerits of the policy 
of control or regulation—and of course a different judgment is 
probably called for by different periods within the three centuries 
here considered—M. Sée does not encourage any illusions as to 
the practical success of the opposite policy of freedom, when and 
as it was in fact introduced. The edicts of 1763-64 establishing 
complete freedom in the internal corn trade worked out, he 
thinks, ‘‘ for the advantage of well-to-do landlords rather than 
of consumers.” They unluckily hit a period of poor harvests ; 
and so great was the “ profiteering ’ outcry—perhaps not without 
some justification—that the Intendants had to ask for powers 
of control to be restored so that they might be able to keep the 
peace. And as to foreign trade and the Eden Treaty of 1786, 
the forerunner of the Cobden Treaty of 1860, M. Sée agrees 
with those who think that it helped to precipitate the Revolution. 
And this is intelligible if we accept what he says of it : 


‘** So far as manufactures were concerned, all the advan- 
tage went to England. English goods inundated France : 
the machine equipment of France, being much less advanced, 
made resistance difficult; and the treaty, accordingly, 
brought about (provoqua) a very grave industrial crisis in the 
years immediately preceding the Revolution.” 


May I add a remark on two small points. It may seem un- 
grateful, in an economic journal, to minimize the merit of Mont- 
chrétien, who does appear to have been the first to use the term 
‘* Political Economy ” as the title of a book (1615). But I am 
afraid M. Sée as historian defers too much to the economist 
who edited Montchrétien in 1889, when he tells us that “la 
théorie mercantile ...a été pour la premiére fois exposée 
avec une netteté parfaite par Monchrétien ”; since Montchrétien 
does but repeat, with rather wordy embroidery, the phrases of 
Bodin (1576). And similarly M. Sée’s passing reference to Petty 
and Child as having “‘ combated” the mercantile system is 
perhaps rather too faithful an echo of the tradition created by 
Roscher. As Professor Hull, who if anyone has a right to an 
opinion on Petty, pointed out a good many years ago, Petty was 
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in a sense “ one of the most extreme among English mercantilists.”’ 
And on Child there is a recent study by Dr. Helander of Gothen- 
burg which shows very clearly the way in which his “ free trade ” 
generalities were neutralised by his equally large, unconscious 
admissions in the other direction, as well as by the very visible 
business interests which his pamphleteering was intended to serve. 
Wn. ASHLEY 


The Lords Commissioners of Trade and Plantations commonly 
known as the Board of Trade, 1748-82. By ArtHuR HERBERT 
Basyr, Ph.D., Professor of History, Dartmouth College. 
(Yale University Press; Oxford University Press. 1925. 
Pp. viii + 240. Price 11s. 6d. net.) 

PARLIAMENT, inspired by the military failures and commercial 
losses of William III’s wars, was preparing to set up a Board to 
supervise the material resources of the kingdom, when the king, 
jealous of interference with his prerogative, created by commission 
under the Great Seal a body of Lords Commissioners ‘“‘ for 
promoting the trade of our kingdom and for inspecting and 
improving our plantations in America and elsewhere.” The 
Board consisted of seven great officers of State and eight others, 
who constituted the real Board. Its duties were, first, to study 
the condition of trade, the improvement of trades, the establish- 
ment of manufactures, and the condition of the fisheries. Secondly, 
it was to consider methods of employing the poor. Thirdly, it 
was to study the plantations and their resources, their settlement, 
the efficiency of the administration, and the character of colonial 
legislation. All these, or most of these, functions had been 
performed by earlier boards and committees. The special 
character of the new Board was that it was to collect information 
and to give advice, but not to take action. With regard to the 
poor it did nothing, but in its early years at least it devoted much 
attention to trade, mostly in the form of reports on matters 
referred to it by other departments. Even in 1697 “the 
voluminous papers that are from time to time transmitted from 
the several plantations ’’ were, however, occupying most of the 
commissioners’ attention, and it is this part of their work which 
has, not unnaturally, assumed most importance in Professor 
Basye’s narrative. Whether an equally minute investigation of 
the transactions relating to trade might not redress the balance 
somewhat, it hardly matters, for the origins of what are now the 
Dominions Department and the Colonial Office are of sufficient 
interest. 
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The relations between the Board of Trade, as it came to be 
_known, and the Secretary of State for the Southern Department 
(whose jurisdiction extended over the British Isles, Southern 
Europe, and the Colonies) were intricate and not infrequently 
hostile, and the importance of the Board varied with the intrigues 
of the Duke of Newcastle and the political exigencies of the great 
Whig houses, whose plaything was British policy. The impotence 
of the Board was probably at its lowest when the Earl of Halifax 
became First Lord in 1748. The subsequent history of the Board 
is traced in some detail by Professor Basye from its own minutes 
and the Newcastle papers. Halifax was ambitious and anxious 
to become independent of the Secretary of State, and he did 
secure an Order in Council in 1752 making the Board the sole 
channel of communication with the colonies and giving it the 
right to recommend for colonial appointments. The power of 
patronage was lost in 1761, but otherwise the effective activity of 
the Board was little diminished. In 1766 another Order reduced 
the Board to being a ‘‘ Board of Advice and Council upon such 
points only as shall be referred to it from his Majesty’s Council, 
or from a Committee of Council, or by his Majesty by letter from 
one of the Secretaries of State’; correspondence with the 
colonies was now to be conducted through the Southern Depart- 
ment, and the Board lost the right of original representation to 
the Crown. As the author says, the Board of Trade was “* unique 
in the British system of Government,” without any organic 
connection either with the Privy Council or with the Southern 
Department, and yet the instrument of both. Without the 
slightest executive authority its importance varied with the 
ability and the political indispensability of its president. The 
urgency of American affairs led to the formation of the American 
Department under a third Secretary of State, who at the same 
time became First Lord or President of the Board of Trade, an 
arrangement which lasted from 1768 to 1779. The Board thus 
became a mere adjunct to the new department, principally 
occupied with the estimates for the new colonies and with the 
consideration of colonial laws. The next stage was the separation 
of the Board from the American Department, and at last, following 
on Burke’s crusade for economy, abolition came in 1782. Two 
years later the Privy Council appointed a special committee for 
trade and plantations, but more particularly to deal with trade, 
and out of it grew the present Board of Trade. 
The Board of Trade, whose history has been briefly recounted, 
had never any real power and practically no voice in the framing 
No. 142.—voL. XXXVI. S 
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of the major lines of policy. The Stamp Act and the Grenville 
policy, for example, were outside its purview, but it did good work 
in attempts to suppress paper money and was active in Indian 
affairs, in deciding the government of the territories gained from 
the French, and in first discouraging and then organising the 
settling of the new western territories. Professor Basye sums up : 
“It is impossible to study the work and policy of the Board 
without recognising that it was a real factor in the formation and 
in the execution of colonial policy; no other body, no other 
individual was so closely in touch with the affairs of the British 
colonial world. It attempted for eighty-six years to adjust the 
varying interests of the empire in respect of both the reconciliation 
of the liberty of the subject with the prerogative of the Crown 
and the correlation of the economic welfare of the colonies with the 
commercial interests of the mother country. That it weighted the 
scales in favour of the prerogative and of the home industries 
should not blind us to the fact that it developed policies con- 
sistent with the prevailing thought, and that it maintained these 
policies through all the vicissitudes involved in a rapidly changing 
personnel and in variations of power. Had it received that 
support from the executive and legislative authority which would 
have encouraged it to stand firm for the things in which it believed, 
the story of the vacillations and procrastinations of British 
colonial policy in the eighteenth century need never have been 
written. But aside from these larger questions of policy, the 
Board of Trade performed a lasting service for the empire by 
maintaining a constant watch over all the details of colonial 
legislation, colonial administration, and colonial commerce.” 
Professor Basye has done his best to make simple a tangled 
story, and while he has not neglected the trade activities of the 
Board, one could have wished he had applied to them to a greater 
extent his powers of analysis and synthesis. He appends a 
useful bibliographical note, but his own original research must 
have been considerable. His book is an adequate piece of work, 
and one can only express a regret that our younger historians have 
left the task to an American University. British economic and 
administrative history is not confined to the Middle Ages and the 


Industrial Revolution. 
Henry W. Macrosty 
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The Grain Supply of England during the Napoleonic Period. By 


W. Freeman Garin. (New York: The Macmillan 
Company. Pp. xi + 305. $3.00.) 

“THE problem facing the British Government of conducting 
a gigantic war, and, at the same time, of keeping its subjects 
contented by industrial activity and by a constant food supply, 
was most difficult indeed. It was a problem, moreover, which 
called for immediate solution, or else the enemy might win the 
war. Brushing to one side, therefore, the pointed criticisms of 
Englishmen and neutrals, the British Government hit upon the 
Licence system as a method of winning the war.’ This passage, 
taken from the above book, will conjure up familiar memories 
to English readers—especially to those whose recent war-time 
activities were centred in any Government department. Sub- 
stitute the rationing of Danish pigs with American maize for the 
licensing of manufactured goods for export to France in return 
for enemy grain, however, and the frequently indirect nature of 
the work nowadays undertaken by the civil administration in 
time of war is exemplified. 

If it be true that one situated at a distance—whether geo- 
graphical or chronological—can form the most unbiassed con- 
clusions, then, an American writing more than a century after 
its termination should prove a doubly suitable investigator into 
this phase of the economic history of the French war. Mr. 
Galpin has done his work remarkably well; no book could be 
better, or more fully, documented, and its value to students is 
thereby much enhanced. Here it is impossible to follow the 
author in his treatment of the legislative Acts and Orders in 
Council which were successively called for by the ever-changing 
situation, but it can be stated that he presents a complete picture 
of the conflicting factors which led, on the one hand, to the 
introduction of the Licence system, and, on the other, to the 
Continental closure. Naturally, the importance of the incipient 
American grain trade is stressed, but in this connection the 
statistics of wheat imports, recorded on p. 194, do not enable one 
to endorse his mild criticism of certain English writers. In the 
final chapter his summing-up shows him to be orthodox in his 
views as to the degree of success that might have attached to a 
complete blockade of this country, for he adduces figures to show 
that, in the worst circumstances, the gap between supply and 
requirements of wheat might have been equivalent to a little 
over seven weeks’ duration, which the use of alternative cereals, 
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combined with restrictive measures, would easily have bridged. 
In this connection English readers may perhaps recall an official 
statement, issued in the spring of 1918, which declared that the 
country could be self-supporting for no less than forty weeks in 
the coming year—scarcely an endorsement of the growth of 
industrialism. The explanation, however, for this similarity in 
the estimates lies in the fact that the submarine blockade was to 
be countered, not only by rationing, but by a further increase in 
the extraction of flour, combined with so drastic dilution of the 
loaf as to imply the sacrifice of the bulk of our live-stock. 

There is only one side of the subject the treatment of which 
may possibly be open to discussion, viz. the part played by the 
home-producer. Here Mr. Galpin has perforce to rely on contem- 
porary accounts by, often, interested persons; accurate statistics 
of imports, exports, tonnage, even of population, are available, 
but data relating to acreage and produce are necessarily based 
upon individual estimates. The danger involved in their 
acceptance at face value is notorious, and it becomes a duty to 
discount much that emanates from such sources ; this is especially 
true of forecasts and statements covering harvest yields and the 
condition of crops. We read time and again of “ failure of 
harvest’ and “harvest below the normal,” but the psycho- 
logical influences at the back of these statements call for investi- 
gation. It is easy also to read too much industrial and social 
significance into such window-dressing ordinances as those which 
aimed at a restriction upon the use of flour, for the regular 
appearance of similar ineffective (but widely demanded) measures 
a hundred years later served to familiarise the population with 
these signs of belligerency. Again, the statistically unjustifiable 
sensitiveness of cereal prices to such influences as those recorded 
above and others might have been stressed; equally, it was, and 
still is, unsafe to accept statements relating to the future of the 
country’s barley trade from Norfolk and Suffolk growers. 
Finally, the direct results of enclosure during the critical period 
of the war would seem to have been exaggerated (as again was the 
case with the plough policy of 1918), for by no means can all 
the land thus converted have been annually under wheat, as 
accepted by Mr. Galpin, who calculates that, as 750,000 acres had 
been enclosed by 1810, “‘ the home production [at 22 bushels per 
acre] must have risen some 2,062,500 quarters.”” These are the 
only points of criticism against a most scholarly production, and 
they are merely concerned with that part of the work which, in 
the absence of ponderable data, depends for interpretation on 
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bygone witnesses. Here present-day judges may possibly be 


swayed by exaggerated claims or baseless fears. 


J. A. VENN 


A History of Agriculture in Europe and America. By N.S. B. 
Gras. (New York: F. 8S. Crofts and Company. 1925. 
Pp. 444.) 

IN his earlier publications, notably An Introduction to Economic 
History, Professor Gras contributed much toward a better under- 
standing of the evolution of economic institutions generally. 
A History of Agriculture is even more illuminating, and shows at 
its best the author’s breadth of scholarship and painstaking 
research. As stated in the preface, it is not Professor Gras’ 
intention to present “a detailed outline of things discoverable in 
the history of agriculture. It is meant to describe for general and 
collegiate use some of the more important developments in the 
history of rural life in Europe and in America. It aims at both 
historical and genetic treatment, that is, a description of the 
phenomena and a statement of the general evolutionary changes.” 

In this volume, as in his introductory history, Professor Gras 
presents us with a well-balanced discussion of the stages in 
economic development—the collectional, cultural nomadic, 
settled village, town and metropolitan economies. The author 
then sketches the early history of agriculture, the agricultural 
organisation of the Romans, and the manorial system. The 
relationship of the metropolitan economy to the prevailing 
agricultural organisation receives lengthy treatment in Chapter 
VI. This is followed by a discussion of (a) the significance and the 
history of the enclosures; (b) the later stages in agricultural 
development—-scientific rotation of crops and specialised intensive 
agriculture; (c) the agricultural revolution in England; (d) the 
‘“enthronement ” of agriculture in France by the Physiocrats ; 
and (e) an admirable presentation of the “‘ History of Property in 
Land.” The author then turns to America, observing that “‘ the 
study of European, and especially English, agriculture is a good 
introduction to American farming. The crops are essentially the 
same, except that Indian corn or maize has played a vital part 
in America, while it has been but little used as a field crop in 
Europe. Domesticated animals are almost identical, America 
having all that Europe has and only the relatively unimportant 
turkey in addition. On both continents, local peculiarities and 
variations occur in great plenty, according to climate, soil, and 
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topography. In both there have been a few agricultural leaders 
and many followers. In both, associations in great plenty have 
been formed for. benefiting the tiller of the soil. In both, the 
Government has been of some assistance in furthering agricultural 
progress. And in America, we observe that changes in farming 
have gone through substantially the same stages as in Europe, 
though, of course, with much greater compression—necessarily 
in a shorter period of time ” (pp. 284-5). 

For those primarily interested in an historical account of the 
agricultural history of the United States, Professor Gras’ con- 
cluding chapters will serve admirably. The value of the discussion 
might have been enhanced had the author added a detailed state- 
ment of the agricultural progress of Canada and of Central and 
South America. 

Feuix FLUGEL 
University of California. 


Politica Economica Internazionale Inglese prima di Adamo Smith. 
By Jacopo Mazzet. (Vita e Pensiero, Milano. Pp. 460.) 


THE foreign commercial policy of England down to Adam 
Smith would seem a good subject for research. Unfortunately 
Signor Mazzei has elected to write a bulky volume of 460 large 
pages of rather small print devoted largely to second-hand evidence 
and opinions. A considerable proportion of the authorities cited 
are foreign, chiefly French and German, and the extracts selected 
are in many cases reproduced without critical comment or appre- 
ciation of the importance to be attached to them. Thus the 
following passage from Schmoller’s Grundriss der Volkswirt- 
schaftslehre, dealing with the effects of the English export bounties 
on wheat during the seventeenth and eighteenth centuries, is 
quoted as it stands, in spite of a statement in Marshall’s Industry 
and Trade which proves clearly that his name at least was wrongly 
included: ‘ All competent authorities—Arthur Young, Ander- 
son, Marshall and others—are agreed in recognising that the 
bounties were on the whole advantageous to England... .” 

From internal evidence it would appear that the author has 
conducted his investigations from abroad and has only had 
access to works obtainable outside England. The book reveals 
a vast amount of industry and sufficient power of independent 
judgment to show that its author was capable of producing 
really valuable work if he had proceeded on different lines. As 
it is, the result can hardly be said to justify the labour that has 
gone to its production. 
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Signor Mazzei is chiefly concerned with the development of 


Mercantilist doctrine and its influence on the foreign trade 


policy of England. He examines critically, in the light of the 
conditions of the time and the teachings of modern economics, 
the Navigation Acts, the Methuen Treaty with Portugal, the 
Eden Treaty with France, and other aspects of English trade 
policy. In regard to the Navigation Acts, he comes to the 
conclusion that these Acts not merely achieved their purpose of 
artificially stimulating the growth of the English mercantile 
marine, but also contributed in large measure to lay the founda- 
tions for the subsequent expansion of England’s foreign trade. 
The rather scanty facts which he adduces seem scarcely strong 
enough to uphold so far-reaching a contention. Nor is his case 
much strengthened by appeal to the views of Schmoller, the chief 
of the Neo-Mercantilists of modern times. The suggestion that 
the slowness of the application of coal to the smelting of iron ore 
during the eighteenth century may have been due to the large 
amount of capital drawn into shipbuilding owing to the Naviga- 
tion Acts, appears more than fanciful. In general his references 
to the early stages of the Industrial Revolution in England display 
a lack of acquaintance with the more recent work done by English 
historians in this field. He repeats more than once the statement 
that the growth of the cotton industry led to the decay of the 
woollen industries, being presumably misled by the expansion 
of the latter in the north at the expense of the south of England. 
It is also not correct to say that the cotton industry had already 
by 1730 assumed an important place amongst the industries of 
the country. 

A debt of gratitude is owing to Signor Mazzei for having 
unearthed a very curious early sonnet by Giovanni Frescobaldi, 
containing advice to Florentine merchants proposing to make 
a business journey to England. It is impossible to resist the 
temptation to reproduce it here in the original * :— 

‘**Ricordo per chi passa in Inghilterra 
Vestir basso colore, essere umile 


Grosso in aspetti ed in fatti sottile 
Male sia all’ inglese se l’atterra. 





1 Translation: ‘“‘I advise him who would journey to England that he dress 
in sober colours, be humble, uncouth in appearance, yet subtle in deed; curst 
be the Englishman who gets the better of him. Spend freely nor show thyself 
mean. Pay at the time appointed but collect thy debts softly, pretending that 
thou art in great straits for money. Inquire not more than is reasonable. Buy 
at the right time if thou wouldst prosper. Entangle not thyself with men about 
the Court. Obey those who are in authority. Stand by thy fellow countrymen, 
and see to it that thou lock thy door betimes.”’ 








264 THE ECONOMIC JOURNAL [JUNE 


Fuggi le cure e chi pur ti fa la guerra; 
Spendi son cuor e non ti mostrar vile 
Pagare al giorno e riscuoter gentile 
Mostrando che bisogno ti sotterra. 

Non far piu inchiesta ch’abbi fondamento, 
Compera a tempo, se ti metta bene 
Né t’impacciar con uomini di corti. 

Osserva di chi pud ’] comandamento 
Con tua nazione unirti t’appartiene 
E far per tempo ben serrar le porte.” 

In many ways the most interesting part of the book is to be 
found in three appendices, in which the doctrines of Thomas 
Mun and David Hume, and the wage theories of the Mercantilist 
writers, are effectively summarised and their influence on practical 
policy brought out. 

The absence of an index, for which a fairly full table of 
contents is not an adequate substitute, is a serious omission in a 


volume of this size. A bibliography would also have been of 


assistance. 
C. W. GuILLEBAUD 


An Economic History of England, 1066-1874. By Cuaruorre M. 
Waters, B.A. (Oxford University Press. 1925. Pp. 610. 
7s. 6d.; or in two parts, 4s. each.) 


It is an excellent thing that teachers of history in our schools 
should put their experience at the disposal of the public by writing 
“ text-books ” on the subjects they have been teaching. This 
is what Miss Waters has done in a sound and workmanlike manner. 
Her book is attractive, scholarly and enlivened with an admirable 
selection of illustrations. She has perhaps tried to pack rather 
too much matter into her pages, and she is over-conscientious 
in her determination to give her readers the latest results of modern 
research. There is a real educational problem involved. Eco- 
nomic history was introduced into school curricula in order to 
teach children about ‘the life and business of the common 
people,” as Miss Waters herself expresses it. But that does not 
describe the work of the modern economic historian. He plunges 
into the jungle of engineering technique, threads his way through 
the intricacies of banking and speculation, traverses the wastes 
of industrial law, and it is by no means certain that the school 
teacher ought to follow him on his complicated wanderings. 
Miss Waters has kept almost too close to his tracks. Perhaps 
her successors will abandon the chase and strike out a new line 


for themselves. 
T. H. MarsHath 
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England on the Eve of the Industrial Revolution. By Lovis W. 
Morrir, Ph.D. (Edin.). (P. 8. King. 1925. Pp. xxi + 
312. 12s. 6d.) 


Industrial Society in England towards the End of the Eighteenth 
Century. By Wirt BowpEen. (Macmillan. 1925. Pp. 343. 
15s.) ; 


For some years students of English economic history have 
been pushing their way back from the watershed of the Industrial 
Revolution in the hope of eventually meeting that other band 
of inquirers that is advancing from its base in the Elizabethan 
Age. Too often their expeditions resemble raids from a fixed camp, 
rather than the steady advance of pioneers into new country. 
Professor Moffit’s book is admittedly of the former class. He 
accepts 1760 as the date at which the period known as the Indus- 
trial Revolution began, and sets himself to examine the twenty 
preceding years. It is with the technique and organisation of 
industry, including agriculture, that he is chiefly concerned, but 
he does not treat his subject as a problem in industrial evolution. 
He is content to describe the stage of development attained by 
each industry during his chosen period, without showing any 
desire to interpret the facts. It is not surprising, therefore, 
that his book lacks unity. In some cases we find ourselves really 
‘* on the eve ”’ of a revolution, in others in the middle of it. The 
result is a work of reference that will be of value to the student 
who has no time to read the works of Defoe, Postlethwayt and 
Young in the eighteenth century, and of Heaton, Daniels, Unwin 
and Westerfield among the moderns, of which Professor Moffit 
makes extensive use. It contains little that is new to the specialist. 

It is inevitable, and reasonable, that a book of this kind should 
depend largely on secondary authorities, but Professor Moffit 
sometimes surrenders to them too completely, and leaves the 
reader to make his choice, unassisted, between divergent views. 
He is also rather casual in his use of figures. On p. 87 he describes 
a rise from 104 to 433 as an increase ‘ by 416 per cent.,’’ and 
calculates two other percentages in the same curious way. He 
quotes three different estimates of the number of private Enclosure 
Acts passed between 1702 and 1760, without trying to explain 
the discrepancy, and selects the last as being ‘‘ the most interesting 
for the present purpose.” In estimating the increase in the 
population of Liverpool between 1700 and 1760 he notes that 
Aikin put the figure for 1700 at “‘ under 5000,” giving an increase 
‘of 400” per cent. In fact Aikin’s figure is 4240, which would 
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make the increase one of 508 per cent., a material difference. He 
does not refer in the text to the other estimates for 1760 which 
he prints in an Appendix (though without giving their origin), 
and which would yield very different results. About half the 
book is devoted to agriculture, and here the author has kept more 
closely to his plan of writing “ with special reference to Lan- 
cashire.”” The treatment is consequently more thorough, and 
the section on “‘ Enclosure in Lancashire ”’ is the best in the book. 

Dr. Witt Bowden has made an important contribution to 
the history of the Industrial Revolution. His work shows signs 
of patient research among manuscripts and periodicals, and he is 
remarkably skilful in selecting passages to illustrate his points. 
In the first chapter he develops the now familiar theme, that the 
eighteenth-century inventions were the outcome of a widespread 
spirit of inquiry deliberately fostered and directed into useful 
channels by scientific and commercial societies. He tells the 
story of the Society of Arts, but does not mention the equally 
significant Society of Civil Engineers of 1771. He does less than 
justice to the share of the pure scientists, even asserting that 
members of the Universities and of the Royal Society rarely 
entertained the idea of applying their knowledge to things useful 
in the ordinary affairs of life. Has he forgotten that Evelyn 
experimented in agriculture, that Wren lectured on navigation, 
that Black was the patron of Watt and that both the Societies 
mentioned above were originally recruited largely from the Royal 
Society ? In accounting for this outburst of activity Dr. Bowden 
expresses a view which is exactly the reverse of that put forward 
by Mr. and Mrs. Hammond in their latest book. While they 
attribute it to the lack of vitality in other quarters—“ Politics 
were languid; religion was tired; social life was a spent routine,” 
—he sees it as one aspect of a general awakening, a universal 
spirit of innovation ; a view which is psychologically truer and more 
in accord with the known facts. 

The third chapter, which is a development of Dr. Bowden’s 
earlier work, tells of the rising political power of the great manu- 
facturers, and of the quarrels between the various industrial 
groups. The author gives an account of the doings of the General 
Chamber of Manufacturers in relation to Pitt’s Irish Resolutions 
and the Eden Treaty, showing how this precursor of the Federa- 
tion of British Industries preferred ‘‘ direct action’ to any par- 
liamentary reform that might have given them fair representation 
in the Commons. The incident shows Pitt, not as the Liberal 
frustrated by reactionaries that he is generally depicted, but as 
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a man behind the times, blind to the significance of the changes 
that were taking place in the industries of the nation. Dr. Bowden 
rightly rejects the view that the Government adopted a policy of 
laissez-faire on principle, and so abdicated in favour of the capital- 
ists. He shows that policy was in fact based on experience, 
and often depended on the issue of a struggle between rival 
interests. The conflict between agriculture and industry is 
obvious, but the conflict between the old industries, serving a 
home market guaranteed by protection, and the new industries, 
serving a foreign market won by superior efficiency, has often been 
overlooked. Dr. Bowden’s study of this problem is the most 
valuable part of his book 

Finally, the author asks himself the question, why it is that 
the invention of machines to “ abridge labour ”’ resulted in longer 
hours and less pay for the workers? His answer is not entirely 
satisfactory, although it contains a good discussion of the condition 
of the workers before the Revolution, because he concentrates 
too much on the inability of the wage-earners to organise for 
collective bargaining. He does not examine the deeper causes, 
involved in the nature of competitive industry and magnified 
by the inexperience of the competitors. It would also be relevant 
to note that an imperfect credit system may destroy as much 
credit as it creates, and that imperfect machinery demands the 
maximum of unskilled mechanical labour. 

It is noticeable that in none of the recent surveys of English 
industry is there any mention of the building trade. This is a 
gap that should be filled as soon as possible. 

T. H. MarsiaLn 


Modern Economic History. By H. Heaton. Adelaide. 1925. 


Tue Workers’ Education Association of Australia is to be 
congratulated on the text-book on economic history published 
for its members. Professor Heaton’s book seems precisely the 
kind of work required by such readers. The present edition is 
the third; and is, we are told “ drastically different from its 
predecessors, both in its content and in the allocation of space 
to the various subjects.”” As is natural and right, no less than 
one-third of the volume deals with the history as affecting 
Australia. The strong feature of the book is its clearness and the 
impartiality with which the most controversial subjects are 
dealt with. From this point of view especially to be commended 
are the chapters on “The Coming of Modern Agriculture ”’ ; 
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“Land Settlement, Legislation and Tenure in Australia”; ‘‘ The 
Tariff History and Industrial Developments of Australia ”’; 
“Trade Unionism in Australia”; and ‘‘ The State Regulation 
of Wages in Australia.” 

Mr. Heaton does well in calling attention to the difference in 
motive and in action between many of the friends of collective 
ownership and the Socialist. Whereas Socialism is primarily a 
gospel for the producer, Collectivism has drawn most of its 
inspiration from the interests of the consumer. With equal 
clarity Mr. Heaton explains the causes of the failure of many 
attempts at co-operative production, and the difficulties in the 
way of successful co-partnership. As an example of the author’s 
methods we may take his judgment on Bolshevist Russia. ‘‘ The 
net result of the whole upheaval will probably be found to be: 
(a) the strengthening of the position of the peasant proprietor . . . 
(6) some survival of State industry in certain directions, and (c) the 
revival of privately owned industry, commerce and finance, 
subject to rigorous regulation in the interest of the wage-earner. 
Such a position would in essentials be very little different from 
that existing in Australia. But the price paid has been too 


heavy for the benefits gained.” 
H. E. Eaerton 


Jahangir’s India : being the Remonstrantie of Francisco Pelsaert. 
Translated by W. H. Moretanp and Pror. P. Gryt. (Cam- 
bridge: Heffers. 1925. Pp. xvi-+ 88. 8s. 6d. net.) 


To historians of this period Pelsaert needs no introduction, 
as he is frequently quoted, though hitherto only at secondhand. 
Here at last is a translation from the original which will be doubly 
useful both for the additional matter which it contains and for 
its accuracy. 

Pelsaert was a servant of the Dutch East India Company, who 
was sent in 1621 to Agra, where he remained until 1627, pushing 
and developing the trade of his Company. The Remonstrantie 
was written at the end of this stay and is “ essentially a com- 
mercial report drawn up for the use of the Company.” Hence 
much of the space is taken up with purely commercial matters— 
which, however, are of great importance to the economic historian. 
But a considerable part is devoted to the customs and manners 
of the times. The contrast between the extravagant luxury of 
the ruling class and the absolute poverty of the mass of the people 
is very vividly brought out, and serves as another witness against 
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the tradition of a “ golden age.” To those who have lived in 
Agra and have seen the many exquisite buildings dating from 
this period as well as the little old cemetery where some of the 
early European adventurers lie buried, the Remonstrantie makes 
fascinating reading, and one is grateful to Mr. Moreland for his 
very excellent translation. and the many scholarly notes with 
which he has illuminated the text. 
W.S. THATCHER 


The Worker in Modern Economic Society. By Paut H. DovuG.as, 
Curtice N. HircHcock and WiLLaRD E. Atkins. (Chicago: 
The University Press. Pp. xxxii+929. Price $4.50.) 

Workmen’s Representation in Industrial Government. By Earu 
J. Miter, Instructor in Economics, University of Illinois. 
(Urbana: University of Illinois, Studies in the Social 
Sciences. Pp. 182. Price $2.00.) 


Or the two works referred to in the heading, The Worker in 
Modern Industry is of the nature of an anthology, or, in the 
words of the authors’ preface, “it is a book of readings, with 
selections from different sources, rather than a re-writing of them 
at second hand.” ‘The book thus consists of a number of extracts 
from writers of authority on the large number of subjects covered 
by the wide title of the work. This width is farther extended 
by ‘“‘emphasising both the psychological and the underlying 
aspects of the modern situation.”” The idea has been to bring 
students into touch “‘ with the basic researches in the field of 
labour,” and, upon controversial issues, ‘‘ the protagonists of 
the conflicting interests are allowed to speak for themselves.” 
The authors argue that students will secure a more vivid idea 
of their subject by this direct study of great authors than they 
will obtain from the ordinary type of text-book. For this view 
there is much to be said. The authors have certainly provided 
a wide selection of extracts, typical of the writers quoted, and if 
this leads students to the study of individual works in greater 
detail it will have a value beyond that claimed for it by the authors. 
It will also be a very useful work of reference to more advanced 
workers. At the same time, the need for adapting many of the 
selections, though probably inevitable in view of the material 
available, may reduce their value as illustrations of the methods 
and ideas of the different writers. There are other dangers 
in such a collection which the authors see and attempt to guard 
against. The book in the hands of a clever student might lend 
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itself to purposes of cramming; and the ground covered in each 
individual case must necessarily be limited. The first danger is 
hard to guard against completely, but the extent of ground 
covered and the number of subjects dealt with should diminish 
the opportunities for cramming particular subjects. The second 
point is to some extent met by the provision at the end of each 
section of lists of references, which are on the whole well chosen, 
and the series of problems which arise out of the subject matter. 

The authors have in their selection of writers covered a wide 
area, though they have relied mainly on American and British 
authors, sometimes the former and sometimes the latter pre- 
dominating. Possibly more attention might have been given 
to the British literature of certain subjects, such as unemploy- 
ment. Little use appears to have been made of authors of other 
nationalities, though extracts from a few, like Professor Gide, 
are included. The authors do not limit themselves to individual 
writers, but utilise, as occasion offers, acts of legislation, reports 
of Committees and extracts from reviews and newspapers such 
as The New Statesman. Their own contribution is chiefly of an 
editorial character, consisting of the introduction, problems 
and references of the various sections, but they contribute a 
few items to the selections. 

Workers’ Control in Industry is the subject of the detailed 
investigation carried out by Mr. Miller, and, in fact, his prime 
purpose is narrower than this title would lead one to suppose. 
“The primary object of this study is the description and evalua- 
tion of the non-Union employee plans developing in America.” 
Thus, whilst the wider aspects of the Industrial Councils move- 
ment are kept in view, they are treated primarily in relation to, 
and as illustrated by, the non-Union type. Other phases of the 
movement, like its developments in Europe, and the Trade Union 
type of Joint Council in America, are treated to some extent as 
subsidiary to the main subject of the work. The book opens 
with a short but interesting sketch of the history of the former, 
which is mainly devoted to Great Britain, Germany and Austria ; 
and it is clear throughout that Mr. Miller is fully aware of the 
importance of all sides of the Councils movement. 

His book will, perhaps, have special interest to English 
readers just because of the contrasts in aims and outlook between 
the British method and the one with which he is mainly concerned. 
The British Council movement is essentially based on the Trade 
Unions, and the Whitley Report aimed throughout at the definite 
co-operation of employers and Trade Unions in the matter. On 

















1926] DOUGLAS : THE WORKER IN MODERN ECONOMIC SOCIETY 271 


the other hand, in Mr. Miller’s words, ‘‘ there is no doubt that 


. the non-Union Council movement in the United States has been 


largely an anti-union movement ...a move which has had 
as its immediate purpose either the undermining of existing 
unionism ...or the avoidance of unionism that appeared 


imminent ” (p. 51). Later in the book he appears to anticipate 
that the movement will achieve greater success in the latter 
object than in the former. The movement in Mr. Miller’s 
view has had a considerable measure of success; and has received 
apparently considerable stimulus from the post-war depression. 
In one respect the Councils movements have showed close resem- 
blance in the two countries. Each received an enormous impetus 
as a result of the Labour troubles of the war, and owed much to 
Government stimulus. In Britain, indeed, this was mainly 
in the form of persuasion and encouragement, but in America 
Mr. Miller seems to imply that the War Labour Board sometimes 
used practical compulsion to secure the creation of Councils. 
One point of difference appears to emerge from the different 
character of the two movements. In America the emphasis 
is on the Council of a single works or plant, whilst in this country 
the main development has been that of the Council for the whole 
of an industry. Mr. Miller also adds that the non-Union Councils 
and the Union “‘ represent two antagonistic principles ”’ (p. 159) ; 
but at the same time, his use of the term non-Union appears 
to correspond most nearly to what is sometimes known in this 
country as the “open shop.” Describing certain war-time Com- 
mittees, he says (p. 48): ‘‘ The basis for election was not Union 
membership: any employees were eligible; therefore in cases 
where the men were not all organised, the Committees were non- 
unionist in the sense in which the term is used here.” 

Mr. Miller’s method of treatment helps in many ways to a 
clear understanding of the problem. The history of the move- 
ment in the United States and elsewhere is dealt with in the two 
opening chapters. Then follow discussions of the Theory of 
the Non-Union Council Movement, with special reference to its 
influence on Trade Unionism (Chap. III), and of the results 
achieved by such Councils (Chap. IV). There are summaries of 
the organisations established in a number of plants, and a treat- 
ment of the results achieved under various headings, such as 
wages, hours, disputes, welfare and education. The work of 
Union Joint Councils in the United States is described in Chapter 
VI. Much of this, especially in local organisation, appears to 
correspond less to the Joint Council in the British sense than to 
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the ordinary organisation of collective bargaining and concilia- 
tion. But three important national bodies in Photo-engraving, 
Commercial and Periodical Printing, and Electrical Construction, 
more closely resemble the British type. Their wide programmes 
of joint operations recalls that of the most successful of our 
Councils, that for the Pottery Industry. In these investigations 
the author has, perhaps, concentrated too much on the actual 
promoters and supporters of each type, and not enough on the 
critics. He recognises, however, the allowance that must be 
made for this, and points out, for instance, that the favourable 
opinions expressed on the non-Union Council have consequently 
to be discounted. 

The author devotes his last chapter to an examination of 
the merits of the two types of Council, and his general con- 
clusion is in favour of the Unions. ‘‘ The Unions have dealt 
with the same vital problems of industrial management as have 
the non-Union Councils; . . . they have, on the whole, exercised 
a more authoritative voice respecting these matters. Moreover, 
the total accomplishments of non-Union Councils have been 
insignificant in comparison to the accomplishments of the Unions.” 
This final chapter is a judicious summing up, and the case for 
both sides is well and clearly stated. The author argues, for 
instance, on the one hand, that non-Union Councils have special 
opportunities for stimulating interest in the success of a particular 
business, and, on the other, that their successes are largely the 
indirect results of Trade Unionism, since they are commonly 
established to avoid Trade Union pressure and have to offer 
improved conditions as a counterpoise to the Unions. As regards 
the first point, however, it is not clear that similar results are not 
obtained by Works Committees run on Trade Union lines. The 
author further emphasises rightly that the local non-Union 
Council is incapable of performing the wider functions of the 
Unions in establishing collective bargaining for the whole of an 
industry. In particular, reference may be made to the protection 


of the worker against the bad employer. 
N. B. DEARLE 


An Introduction to the Methods of Economic Statistics. By WILLIAM 
LEONARD Crum and Atson CuRRIE Patton. (Chicago and 
New York: A. W. Shaw Company. 1925. Pp. 493.) 


It might have been thought to be impossible to find a new 
aspect from which to view statistical method, in face of the very 
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large number of text-books which have been published in recent 
years, and in fact we find here a familiar order of topics (collection, 


tabulation, diagrams, averages, correlation, series) and familiar 


methods both arithmetical and algebraic. The partial novelty is 
the illustration of all methods by statistics relating to business, 
and in this respect it hardly differs from Professor Secrist’s 
treatise (1925 edition). Within the economic sphere, however, 
there are many lacune; there is, for example, no treatment 
of population statistics, either generally or of births, fecundity, 
etc., very little application to sociological problems, and nothing 
relating to the special problems relating to external trade. The 
selection of illustrations and topics has been decided by the order 
of the methodical treatment, and not by their intrinsic import- 
ance. Nevertheless, it is interesting to find that so large a 
number of the methods developed originally for other purposes 
have direct application to the description of economic phenomena, 
and also to trace the development of new methods peculiar to 
the study of events in time, which element distinguishes to a 
certain degree economic from other statistics. 

It is to be regretted that so little space has been given, in a 
book of such considerable length, to the explanation and dis- 
cussion of the problems which necessitate the elaborate methods 
described. Why do we need measurements of dispersion and 
skewness? Why drag in the normal curve of error?) What is the 
purpose of index-numbers and what their practical application ? 
What does the correlation-coefficient measure? Some answers to 
such questions can be found, but the appeal is much more to the 
practice of statisticians than to the reasons for that practice. 
At the beginning of Part II, where we pass from tabulation to 
arithmetical methods, we only find, “‘ It is the object of Part II 
to outline those analytical methods of summarisation and inter- 
pretation which are most commonly in use, not merely describing 
those methods, but explaining the assumptions on which their use 
must rest and setting forth the limitations to their practical 
application.” . . . “‘ One of the commonest summary numbers 
for a series is the average.”” There follows a description of the 
various types of average and a quotation of Mr. Yule’s six requisites 
of a good average. This procedure, which is typical, will not 
explain to the student of economics why he is invited to plunge 
into the sea of detail which follows. The conscientious student 
will also be greatly troubled by the introduction of formule and 
methods for which no justification is given; for example, the 
principle of least squares is introduced (p. 240) without any explan- 
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ation of the theory that underlies it, as is the standard deviation 
of a mean (p. 209). Since many students are not conscientious, 
there is the danger, illustrated by the existing mass of psuedo- 
statistical literature, that methods depending on delicate and 
complex mathematical conceptions will be used in problems to 
which they are not applicable, by persons who have learnt only 
the arithmetic of the processes. It needs to be emphasised that 
those who have not the aptitude or the patience to acquire a 
thorough basis of the relevant mathematics ought to confine 
themselves to those statistical processes which depend on purely 
arithmetical conceptions. 

This is not the place to discuss the purely statistical methods 
used or included; but we may note that the method of moving 
averages for the smoothing of a series is not introduced in the 
main treatment of that subject, that Sheppard’s corrections are 
not named in the very brief account of moments, and that the 
discussion of sampling is limited to the ascertainment of an 
average, the estimate of a proportion not being mentioned. No 
discussion of the appropriateness of the geometric mean to index- 
numbers is offered, and Professor Fisher’s factor-reversal test is 
introduced without any justification for its use. 

Though the book is in many respects disappointing, it no doubt 
fulfils its main purpose, which may be taken to be to give a 
detailed and methodical explanation of the application of 
elementary statistical processes to economic phenomena. 

A. L. BowLEy 


Economics of Social Problems. By H. A. SttverMAN. (London : 
University Tutorial Press. 1925. Pp. 426.) 


Tuts book is mainly descriptive and is, to a large extent, 
based on recent Government reports upon what are known as 
Labour questions, supplemented by various official and unofficial 
documents put forward by the Labour movement. Mr. Silver- 
man, in fact, accepts the convention that “social problems ”’ or 
“‘ social economics ” means the study of the income and expendi- 
ture, actions and grievances of the majority of the working 
inhabitants of this country. 

Beginning with an enquiry into the facts of poverty, 
based on Messrs. Rowntree’s, Bowley’s and Burnett-Hurst’s 
investigations, Mr. Silverman proceeds to a discussion of past and 
present theories of wages, some of which presumably explain the 
aforesaid facts of poverty. The author, however, owing to 
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excessive condensation of his matter, becomes somewhat unin- 
telligible when putting forward the marginal productivity theory 
as the explanation of existing distribution. 

There follow descriptive chapters on the minimum wage and 
various methods of wage payment, on hours and efficiency, and 
on women’s work and wages. Thence Mr. Silverman proceeds to 
describe the Trade Union Movement historically, and the Co- 
operative Movement statistically, sandwiching between these a 
short chapter on industrial unrest and the means hitherto adopted 
for its prevention. 

We go on to discuss unemployment, its cause, prevention 
and relief, including a useful summary of actual post-war measures 
to cope with this problem. Next comes an historical survey of 
the Poor Law, going back to 1601, a chapter on social insurance, 
and a final chapter on housing, and recent legislation and proposals 
in connection therewith. 

The book, as a whole, has the fault, common to text-books, of 
covering much too large a field. It provokes, moreover, certain 
reflections as to the attitude of modern economists (revealed in 
examination syllabuses as much as in economic writings) towards 
‘“‘ Labour questions.” Why, for instance, is it a convention that 
Trade Unionism must always, but the facts of wages hardly ever, 
be treated historically? Why, also, is it necessary always to 
summarise theories of wages that are now universally discarded ? 
In other branches of economics dead theories are left to rot, 
except in treatises (other than text-books) which have a special 
reason for disinterring them. 

Mr. Silverman writes with marked sympathy with the aspira- 
tions of the organised workers whose activities he describes. He 
tacitly assumes that Labour Movements are right until they are 
proved wrong. This attitude may savour of partisanship, but 
has the merit of imparting a certain flavour to what might other- 
wise be a somewhat indigestible mass of information. 

BARBARA WOOTTON 


L’Euvre de la Fédéral Trade Commission. Par M. J. WASSERMAN. 

(Paris: Giard. 1925. Pp. xliii + 573. 50 fr.) 

Tuts is a study of that most recent phase of American legis- 
lation relating to Trusts, the Act of 1914, which set up the 
Federal Trade Commission, and gave it competence to deal 
both with “unfair trade” in general, and in particular with 


certain practices scheduled under the Clayton Act of the same 
T2 
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year. That it has been an active body is shown in its annual 
Reports, its special Enquiries, and the bulky volumes of its 
decisions. A similar authority was set up in Germany in 1923 
to deal with “ abuse of economic power,” mainly by Trusts and 
Cartels. Since nothing resulted from the Report of the British 
Committee on Trusts of 1919, it is of interest to consider whether 
these foreign activities effect more than is possible under the case- 
made law of our Courts. In an important article in the Law 
Quarterly Review for October 1925, it was held, on an examination 
of the ruling cases, that the common law as interpreted here 
was on the whole favourable to policies and practices that are 
monopolistic; and the inference follows that some such tribunal 
as was suggested in 1919 is desirable, in order to deal with mono- 
polistic tendencies from a more economic and less technically 
legal standpoint. On the other hand, there are those who hold 
that anti-Trust legislation has meant a great deal of fuss, and 
that the common law can be made adequate to the situation. 
Dr. Wasserman’s account is an important contribution to the 
decision of this question. Its most important chapters are those 
which deal with the influence of the Commission on legislation, 
notably in respect of the Stockyards Act and the Grain Futures 
Act. Is there any instrument in this country which could have 
created the publicity on which this legislation depended? And 
in addition to the restraints which an administration can now 
impose on certain doubtful practices, could the remarkable 
development of “trade practice submittals’ have taken place 
except under the egis of a statutory authority? By these 
“* submittals ” an industry imposes on itself standards of practice, 
by bringing the question under the review of the Commission. 
Dr. Wasserman shows that, in spite of much beneficent activity, 
and the general support of public opinion, the Federal Commission 
may be endangered by political influence on its constitution. This 
may be the next phase of the whole question. The power is so 
great as to require great integrity. But the record of work here 
shown is so impressive that it would be a disaster if this demo- 
cratic experiment did not continue to succeed in maintaining 


“ standards ”’ in industry. 
D. H. Macerecor 
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Commission for Relief in Belgium. Statistical Review of Relief 
Operations. By Grorcr I. Gay. Five years, November 1, 
1914, to August 31, 1919, and to final liquidation. Stanford 
University. (California: Stanford University Press. 1925. 
ix + 81 pp. + 439 pp. and Illus.) 

THE authoritative Statistical Review of Relief Operations, 
dealing with the Commission for Relief in Belgium is a notable 
addition to the literature of the War period. It is based on 
materials in the Hoover War Library at Stanford. A text of 
81 pages, statistical tables of 439 pages, and carefully prepared 
maps, charts and photographs together present a clear and com- 
plete picture of that distinguished and unique manifestation of 
international control between and among nations at war. “ This 
present volume is mainly concerned with commodity statistics as 
distinguished from financial accounting. This is not a history 
of the Commission—which is yet to be written—but a sufficient 
outline of the operations of the C.R.B. is presented to enable the 
reader to comprehend its organisation and achievements.” 

Among the striking features of the work of the C.R.B. was 
the surprisingly little waste and bungling under dire conditions. 
The Chairman, Mr. Herbert Hoover, to whose foresight, energy, 
patience and skill must be given the main credit for this accom- 
plishment, states simply in the Foreword : 

‘“‘ Never was there greater pressure for economy and efficiency 
upon an organisation. The principal officers of the Commission 
gave their services without salary. Shipping firms, accountants, 
insurance agencies, buying agencies thoughout the world gave 
their services without charge otherwise than the mere out-of- 
pocket incidentals. The distributing committee of over 55,000 
members gave their voluntary services over these many years. 
Forty thousand Belgian and French women dedicated themselves 
to the saving of the child life of their nations. . . . The total 
administrative expenditure was held down to less than one-half 
of 1 per cent. (exactly 43/100 of 1 per cent.) of the entire operation. 
The economy of operation in the organisation has, in fact, even a 
higher standard of test than this, in that the average prices main- 
tained for staple food supplies in this occupied territory during 
the entire period of war will show from 15 to 20 per cent. less 
than the prices in the Allied countries at the same period.” 

This publication deserves the attention of Fellows of the 
Royal Economic Society partly because of the vital interest taken 
by the British Commonwealth in the C.R.B. The British Govern- 
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ment loans totalled $109,000,000, and British private aid amounted 
to $16,700,000 (both converted at £1 = $4.85), or together approxi- 
mately one-seventh of the total support. The charity contribu- 
tions came to 66 per cent. from the United States of America, 
32 per cent. from the Commonwealth, and 2 per cent. general; 
on a per capita basis, however, the figures read: New Zealand 
$1.93, Australia $1.13, U.S.A. $0.33, and United Kingdom $0.13. 
American support represented 42 per cent. of the total, but it is 
noteworthy that between November 1914 and the first American 
Government subvention in June 1917, the British Treasury had 
advanced to Belgium $160,000,000, which represented half French 
and half British aid. 

The thoroughness with which this volume furnishes exact 
statistical records and detailed operations stamps it as a model 
for the tabulation and interpretation of other source materials. 
With its minute accounts of cargoes, warehouses, prices, and time 
phenomena it supplements J. A. Salter’s Allied Shipping Control 
and other war-time studies. The economist-statistician will be 
especially grateful. Eviot G. Mrars 


(a) Sketches on Railway Policy. Part I. Great Britain, the 
United States and France. (Published by the Commissariat 
of Transport. Moscow, 1924. Pp. 250 (in Russ.).) (b) 
Sketches on the History of Railway Tariffs of the Union of 
Soc. Sov. Republics. Part I. Grain Rates. By A. F. 
ZAYTSEV, Professor at the Leningrad Polytechnical Institute. 
(Same Publishers. Moscow, 1925. Pp. 282 (in Russ.); 
bibliography.) 

Boox production in learned subjects in the U.S.S.R. is sur- 
rounded by specific conditions under a State publishing monopoly 
and communistic censorship. It is combined with the necessity 
frankly admitted by Lenin at the Communist Congress of Decem- 
ber 1919, of utilising to the utmost “ bourgeois ” expert opinion, 
expressed, in the very literal Latin sense of the word, from and 
through the members of the State-appointed teaching staffs and 
advisory boards of the various Universities, Commissariats, etc. 
One cannot help thinking with sympathy of the writers while 
one is examining their writings. 

For his outline of the railway policy of Great Britain, the 
United States of America and France the author had to compile 
his information from foreign authorities. The best possible choice 
might have been impaired by material difficulties and the neces- 
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sarily varying knowledge of the actual conditions of transport 
in the respective countries. Professor Zaytsev’s attempt, how- 
ever, to cover so wide a field is creditable. 

The essay relating to Great Britain seems not to be quite up to 
the standard of the other two. The main characteristics are 
everywhere stressed with all desirable accuracy, but, on the one 
hand, a lack of discrimination as regards the sources of information 
has distorted the proper perspective, on the other hand, a number 
of misstatements reveal a certain ignorance, excusable in a 
foreigner, of the actual transport conditions. This could be 
gathered from a consultation with Mr. W. T. Stevenson and 
C. E. R. Sherrington, whereas the sections on the U.S.A. 
and France appear to them less open to criticism as far as 
technicalities are concerned. The introductory remarks are 
especially interesting. In his conclusions relating to post-war 
experiences in France the author has failed to recognise that 
owing to the depreciation of the franc the rates have remained 
commonly below the pre-war level. Herein, and not in the scheme 
adopted recently, lies the crux of the difficulties. The U.S.A. 
have received on the whole an adequate treatment. One will 
not be surprised to find that the author’s exposition shows that 
the national policies, both in this country and in America, rest 
upon principles far superior to the un-coordinated system—an 
expression we borrow from a paper of Mr. C. Sherrington—of the 
pre-war decade. To the readers in the Soviet republic the 
obstinate fighting of organised vested interests recedes almost 
into the epoch of the mythological epos. The author’s dis- 
passionate account under such conditions is almost a feat of 
honest scholarship, but unfortunately neither in arrangement nor 
in narration does he equal his foreign forerunners. 

We are sorry to say that this remark applies fully also to 
Professor Zaytsev’s history of grain rating in Russia. On this 
important chapter of modern industrial history the author 
recounts, principally in the wording of his sources, the contents 
of the official records which he had some difficulty in collecting. 
Some of the gaps caused by the Revolution could be filled owing 
to a gift from the widow of the first Director of the R. W. Depart- 
ment, Mr. Maximov, the author’s teacher. The book is adorned 
with an introduction by the present chairman of the Tariff 
Committee, Mr. 8S. Bernstein-Kohan. The Communist officials, at 
first so eager to destroy the records of the past, gradually revert 
to it (pp. 246, 250, 254) as far as modes of administration are 
concerned. They appreciate the industry and patience of the 
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author, but it will be more laborious for them and every one in 
general to derive knowledge from the perusal of this book. The 
style is simple and refreshingly unpretentious when compared 
with modern Russian writing, the information certainly minutely 
correct, but the output of words is about ten times what an 
ordinary reader can bear. A sad impression remains from the 
reading of the book, notwithstanding a certain dose of perhaps 
slightly forced optimism. Is Russia really condemned to rotate 
in a whirlwind of words? It is a positive relief to turn to the 
U.S. Department of Agriculture bulletins (Nos. 42, 65, and 66, 
Washington, 1906-8)! on Russian wheat. They contain inciden- 
tally the important features of Russian grain rating up to 1906, 
covering in a short and lucid way a ground which Professor 
Zaytsev exposes in an intricate manner over 196 pages. Referring 
the English reader interested in the subject to I. M. Rubinow’s 
books, the author of the relevant bulletins, we feel bound to 
mention that Rubinow’s statement as regards “ milling rates ” 
(No. 66, p. 94) requires correction (Zaytsev, p. 51). On the whole 
the Leningrad Professor is in agreement with the Petersburg 
policy. The introduction of the zone system on the differential 
principle, in 1889, with reductions made since 1893 in internal 
trade for moderate distances in order to preserve the local market 
for the local producer, and reductions in the export trade, meeting 
the cheapening of Atlantic transportation, with the advantages 
of uniformity, simplicity, stability and publicity, and an almost 
complete absence of rate fluctuations notwithstanding the 
revisions in 1896-7, 1900-1, 1904-6 and 1910—all this appears 
to have reacted beneficially. The supply for domestic or home 
consumption was almost steadily increasing, between 1895-1907, 
from 36-9 to 56 per cent.” respectively of the total cereal freights, 
whereas export was normally fluctuating in accordance with the 
crop variations,®? going down from 63 per cent. in 1895 to 43:1 
per cent. in 1907 (pp. 202, 209, 224). The only too detailed 
account of the history of rate making in Imperial Russia does 
not confirm a favourite proposition of the Marxian historians. 
With the exception of the Chelyabinsk break, abolished in 1910, 


1 No. 42, Russia’s Wheat Surplus (1906); No. 65, Russia’s Wheat Trade 
(1908); No. 66, Russian Wheat and Wheat Flour in European Markets (1908). 

2 This proportion approaches very closely those quoted by Professor 
Kondratiev, The Russian Cereal Market, Moscow, 1923, p. 18, but differs widely 
from those adopted by I. Rubinow, p. 9 of Bulletin No. 65, even if one excludes 
the waterways. 

3 Cf. Diagram IX on p. 73 of I. Rubinow’s Bulletin No. 66 and Professor 
Zaytsev’s diagrams on pp. 205-7. 
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and supposed to prevent the imaginary competition of Siberia 
(pp. 249, 250), not a single instance can be adduced, as far as the 
rating policy is concerned, of any preponderance of the class of 
large landowners. Extravagant claims of what one might call a 
Russian Granger movement—especially in 1895—were repeatedly 
rejected (pp. 68, 92-118, 141-51, 152, 223). This is a point 
which, if known to the authors of the latest impressionist book on 
Russia,! would no doubt have attracted their attention. 

The contents of the book, in regard to the events subsequent 
to 1910-11, deserve to be briefly reported. The slight alterations 
in rates made in 1910 are preceded by a series of interesting 
figures illustrating the location of the districts supplying Petro- 
grad, Moscow and the foreign customers. A revision of the rates 
in 1915 enforced in January 1917 proved inadequate owing to the 
fall of the rouble. During the following three years the rates 
ceased to be of any importance (p. 239), transportation being 
commandeered by public authorities of various descriptions. In 
1920 a new tariff based on a “ natural system ”’ (sic) was pro- 
claimed but never enforced; as far as we remember it implied a 
payment in kind in proportion to the freight. The author 
tersely remarks: “ It is difficult to tell which economic interests 
this tariff was supposed to serve ” (p. 239). On January 1, 1921, 
transport by rail was declared gratuitous. In a later part of the 
same year, in connection with the new economic policy readmitting 
within certain limits private trade, rates were reimposed (July 9) 
and their making made dependent on the Commissariat for 
transport. The formula of 1920 being adjusted according to 
the gradual depreciation of the rouble was reinforced. The 
Tariff Committee of 1922 produced a new and over-simplified 
classification of the pre-war tariff. The new stabilised currency 
has been applied since October 1, 1923 (p. 242). Generally 
speaking the rates are about 60 per cent. higher compared with 
the pre-war rates, but the purchasing power of the rouble is about 
100 per cent. lower (p. 246). Nothing substantially new has been 
suggested. Owing to the reduced traffic and a deficiency in 
statistics, the Tariff Committee is averse to innovations. Unfor- 
tunately no details whatever are given as regards the proceedings 
under the present regime. The author’s own suggestions throw 
a sidelight on the situation. A. MEYENDORFF 


1 Vide O’Hara and N. Makeev: fussia. London (Ernest Benn), 1925. 
With an undeserved Introduction by H. A. L. Fisher, M.P. 











NOTES AND MEMORANDA 


THE REPORT OF THE CoAL COMMISSION 


I 


THE Royal Commission on the Coal Industry (1925) deserves 
the congratulations and gratitude of the nation upon the manner 
in which it has performed a task which was at least as difficult as 
any submitted to a Royal Commission in recent times. Through 
no fault of the miners or their employers the mining industry was 
(and is) threatened with “disaster.” In the shipbuilding 
industry adversity has drawn the two sides closer than they have 
ever been before; the employers’ federation and the federated 
unions are co-operating in an endeavour to promote their common 
interests. But in the mining industry adversity has driven the 
two sides farther apart ; the spirit of conciliation and accommoda- 
tion has been conspicuous by its absence, so much so that, last 
summer, the appointment of a Royal Commission seemed the only 
hope for the future. The Commissioners showed moral courage 
when they accepted the invitation of the Prime Minister, and they 
displayed wisdom when, in their Report, they advised each of the 
two sides to give up talking nonsense about the other. 

The Commission was faced with the usual task of diagnosing a 
disease and providing a remedy, and it set about the first part in 
businesslike fashion. The conditions both of demand and of 
supply were examined in great detail. In the chapters dealing 
directly and indirectly with the subject it showed that it was 
aware of the distinction between the elasticity of demand and a 
variation in demand due to causes other than a variation in price. 
The depression in the industry may be mitigated if, under present 
circumstances, the demand for coal is fairly elastic; and some of 
the recommendations that are submitted at a later stage are based 
upon that assumption. But the depression is due mainly to a 
fall in demand, and the greater part of the fall has occurred in the 
demand from foreign countries. The explanation of the latter is 
precisely the same as the one given in the Report of the Balfour 
Committee on Industry and Trade, which deals with the depression 
in the general export trade of this country. ‘The depression 
in the British coal export trade is, in the main, part of a general 
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depression, affecting almost all European coal-producing countries ; 
an excess of supply over demand caused partly by the impoverish- 
ment of customers, partly by the development of new coal fields, 
and partly by the increased use of substitutes.” (Coal Report, 
p. 13.) It is also due, to a lesser extent, “‘ to the competition of 
foreign countries with us in the coal export trade, especially that 
of Germany.” (p. 13.) 

These factors have reduced foreign demand to a lower level; 
they are also presumed to have increased its sensitiveness to 
changes in prices, that is, its elasticity. The fallin prices following 
the payment of a subsidy by the State is assumed to have resulted 
in a fairly substantial increase in demand, particularly from those 
countries where competition is keenest. Not only has the demand 
for foreign consumption been reduced, but the use of oil in ships 
has resulted in a fall in the quantity of bunker coal required for 
ocean transport. The new and smaller demand is, however, 
likely to be more sensitive to changes in price; for, as the Report 
points out, ‘many steamers are constructed to burn either coal 
or oil alternatively, and will change from one to the other according 
to their comparative prices from time to time.” It is, therefore, 
of the first importance that prices should be maintained at the 
lowest level which is practicable under present conditions. 

In the home market the consumption of coal in 1924 was 
almost as great as in the “ boom” year of 1913. The effect of 
the fall in the demand from the iron industry was largely 
neutralised by the growth in demand for the generation of 
electricity and for use in general manufacture. Economy in the 
consumption of coal may be expected through the growth in the 
efficiency of steam raising and through the use of substitutes for 
heating and the provision of power. But the Commission 
assumes ‘“ that such economies as these are not in the long run 
to the detriment of the Coal Mining Industry; on the contrary, 
they are likely to be more than offset by the expansion of industry 
to which they lead.” (p. 13.) 

I interpret this statement to mean that the utilisation, in the 
most economical and efficient way, of the energy embodied in 
coal will immediately reduce the volume of production required, 
but that ultimately the volume wili increase with the expansion 
of other industries and the growth of population. For some 
time to come we cannot expect the normal domestic consumption 
of coal to increase at the same rate as the consumption of energy 
derived from coal; nevertheless it is important, in the ultimate 
interests of the community and the industry itself, that we should 











284 THE ECONOMIC JOURNAL [JUNE 


press forward with available schemes for economising the mineral 
and conduct research on a larger scale into new methods of 
conservation. The object to be aimed at is not so much the most 
economical method of producing electricity or some other product 
as ‘‘ the most economical and efficient way of utilising the energy 
embodied in the coal. The question is not the co-ordination, as 
is often supposed, of two industries—coal and electricity ; but of 
several—coal, electricity, gas, oil, chemical products, blast 
furnaces, coke ovens, etc.” (p. 28.) In order to facilitate the 
achievement of that end the Commission recommends the appoint- 
ment of a National Fuel and Power Committee, which would 
co-ordinate the efforts of sectional bodies such as the Electricity 
Commission and the Gas Council. Such, in brief outline, is the 
Commission’s analysis of the present situation on the demand side, 
and the conclusions, stated and implied, are, first, that the 
industry must be immediately reduced in size, and, secondly, that 
(even after the surplus mines have been closed) we cannot expect 
its growth to keep pace with the growth of population and 
general industry in the measurable future. On the supply side 
there are several factors to be considered. In an admirable 
chapter on the structure of the industry (and in Annex-Section 3) 
the Commission submits statistics which show that, other things 
being equal, the cost per ton of producing coal is lower in large 
mines than in small mines, and lower in firms controlling two or 
more mines than in firms controlling a single mine. Age appears 
at first to be a complicating factor, but it is elsewhere shown 
(p. 265) to be one of little importance. “‘ Mines employing 3,000 
persons and over have, in fact, an average age (thirty-eight years) 
somewhat below the average of forty-three years for all mines. 
Those employing from 2,500 to 3,000 persons, however, are well 
above the average in age; the whole group employing more than 
2,500 is just at the average age.”’ The underlying assumption of 
competitive organisation is that competing firms will emulate the 
leaders; that in any case they will be compelled, sooner or later, 
to substitute cheaper for more expensive methods—to get on or 
get out. It is well known, however, that in every established 
industry there are many firms which neither get on nor get out, 
but merely hang on until they are overtaken bycramp. They are 
prominent in textile and metal manufacture and in engineering. 
The existence of such a tail is a nuisance to everybody. In coal- 
mining one finds the same lack of enterprise, and the situation is 
there complicated by the fact that a mine sunk fifty or a hundred 
years ago, and equipped with appliances and worked on plans 
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which, at that time, were the best known to the industry, cannot 
be modernised so easily and rapidly as a manufacturing plant. 
A considerable proportion of such mines are, indeed, beyond the 
reach of modern engineering, and should be closed down. 

The second factor is the tendency to diminishing returns. 
The industry “ must fight against physical conditions of steadily 
increasing difficulty. This fight need never be a losing one; 
technical progress and wise planning often make it easier now to 
get coal from a hard two-foot seam, or from 3,000 feet below the 
surface, than an earlier gencration found it to work a six-foot 
seam at 300 feet; technical progress may bring within reach coal 
now ruled out as inaccessible and valueless. The fact of growing 
difficulty remains; the easy coal in Great Britain has long been 
taken; production is maintained by drawing year after year from 
greater depths or thinner or more difficult seams.” (p. 123.) 

The third and last factor is the recent decline, for other reasons, 
in the efficiency of the miner. The net result of all three factors 
is revealed in the fact that the yearly output per head fell from 
289 tons for the period 1899-1903 to 257 tons for the period 
1909-13, 260 tons for 1913, 220 tons for 1924 and 217 tons 
(provisional estimate) for 1925 (p. 128). The respective values 
of the output at the average wholesale price level (Statist index) 
for 1909-13 were £144, £112, £125, £120, £106. The following 
quotation (pp. 129, 130) sums up the situation and provides the 
key to the remainder of the Report. 

“ The last two figures in the British table—for 1924 and 1925, 
the latter based on the first ten months—bring out the difficulty 
of maintaining in those years a pre-war standard of living for the 
miner. The real value of his year’s work in 1925—what it can 
fetch in exchange for other articles—is well below not only the 
value in 1913, but also the average of the five years 1909-1913. 
Within the limits of what his year’s work will fetch the British 
miner has to live. This is only another presentation of what 
Mr. Gowers put to us in evidence at the opening of our inquiry— 
that now seven men are endeavouring to live in mining off the 
same total output as six had before the war, and are claiming to 
live as well. They can do so only if the price of coal has risen at 
least one-sixth more than that of other articles, and it has not 
done so. This is an account that no good-will and no fine words 
can balance; the gap must be filled in one of three ways: by a 
marked rise of coal prices, by better organisation leading to greater 
output, or by acceptance of a lower standard of living. The first 
is an event improbable in itself, to the extent required, at any 
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early date. The second is an achievement for which we may hope, 
but it must come slowly. The last is a price that may have to be 
paid, in wages or hours or unemployment.” The last may be 
examined first. 


II 


The Commission assumes that the urgent need is a reduction in 
money costs; clearly the ultimate need is a reduction in real or 
human costs. There are three methods by which money costs 
may immediately be reduced : namely, payment of a subsidy by 
the State, an extension of the working day, and a reduction in 
wages rates. The efficacy of any one (or more) of these is deter- 
mined by the elasticity of demand. If the demand for coal is 
extremely elastic, the fall in price will add considerably to the 
volume of employment, but if the demand is highly inelastic it 
follows that restriction of output is preferable from the point of 
view of the industry. On page 10 of the Report, statistics are 
submitted showing the effect of the subsidy upon the export trade 
of last year. During the June quarter 12,746,126 tons of coal 
were exported at an average price of 20s. 7d. per ton; during the 
December quarter, when the average price was 18s. 5d. per ton, the 
quantity exported increased to 13,252,303 tons. It is, of course, 
impossible to estimate the probable exports for the December 
quarter on the assumption that the subsidy had not been paid. 
Moreover, the average here employed is apparently the arithmetic, 
not a weighted average. Finally, we are given no statistics of 
home demand. If, however, the quoted figures are representative 
of the effects of the subsidy, it may be submitted that the policy 
of the Government has proved a failure. In spite of the increase 
in the quantity of exports, the total value fell from approximately 
£13:1 millions to approximately £12-2 millions, that is, elasticity 
was less than unity. The total additional quantity of coal 
exported (and more) was, in effect, presented as a gift to foreign 
countries. The demand for coal was so inelastic that a policy of 
restriction similar to that pursued in the cotton trade during a 
period of depression would have been better than a subsidy. A 
sum greater than the wages of the additional workers employed 
was paid out of public funds; if such workers had been paid full 
wages for doing nothing, and April—June prices had been main- 
tained, we could have paid for a greater volume of imports with 
the smaller volume of exports, retained the surplus coal as an 
asset, and saved a considerable amount of public money. The 
elasticity of demand is clearly a consideration of the first 
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importance in determining mining policy in the immediate 
future. The Commission’s main recommendation seems to me to 
be based upon the assumption that, as between the December 
prices, and prices 3s. above these, the demand for coal is fairly 
elastic, and that a restoration of the pre-subsidy level of prices 
would be fatal. “‘ The gap between proceeds and costs in mining ! 
can in the near future be filled only in two ways: by a sudden 
contraction of the industry to much smaller dimensions and a 
rise in prices, or by an immediate lowering of cost of production. 
Some contraction of the industry is probably inevitable, and, in 
so far as it can be limited to the closing of definitely inefficient 
pits, it is desirable in spite of the distress it must cause. The 
scale of contraction indicated by the figures of losses just given 
is of an altogether different order from this; it means not the 
disappearance of the inefficient but the collapse of an industry. 
The second way of filling the gap cannot be avoided. We come 
reluctantly but unhesitatingly to the conclusion that the costs of 
production, with the present hours and wages, are greater than 
the industry can bear.” (p. 227. The italics are mine.) 

The attitude of the Commission towards the question of 
hours is clearly expressed. It condemns the proposal to add an 
hour to the present shift of approximately 7} hours, but it agrees 
that an extension of double shifts to those districts in which they 
are not already the custom “ would, as a rule, be an advantage : 
it is blocked so far as can be seen almost as much by inertia of 
the employers as by any positive opposition by the men.” (p. 176.) 
What is apparently the main objection to an extension of hours 
leads (it seems to me) to a fundamental contradiction. If such 
an extension were to add (as anticipated) one-eighth to the 
output per man and to reduce costs by 2s. per ton, it would also 
add 30 million tons to output. We are told that there is no 
market for such an additional output even at substantially 
lower prices, and that if prices were not reduced 130,000 men 
would be thrown out of work. Greater use of double shifts, on 
the other hand, “ offers the best hope of absorbing into the more 
efficient mines, either part of the large surplus now unemployed, 
or part of those who might be displaced by the closing of the 
less efficient mines.” Surely the purpose of introducing double 
shifts is to economise effort and thereby reduce costs! The same 
output would be maintained with fewer people, and the effect 
would be of precisely the same kind, though it might not be on the 
same scale, as in the case of an extension of hours. The motto of 


1 The average is 1-47 shillings per ton. 
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the Commissioners seems to have been, ‘‘ Reduce real costs, but 
not too quickly.” If they had relied upon the other arguments 
for retaining the existing day and admitted that what has been 
said above was an argument against their recommendation, the 
latter would have carried far greater weight, though I confess 
that I do not find them convincing. I cannot see why the working 
day should not be extended by half an hour. 

The discussion of the wages problem is, from one point of 
view, the most unsatisfactory part of the Report. The meaning 
of some of the statements is so obscure that difficulties were 
inevitable when the two sides met to discuss future policy. More- 
over, the Commission does not appear to have argued consistently 
to a conclusion. There are three distinct though closely related 
questions to be answered. The first is concerned with the 
machinery for negotiating the minimum wage, the second with 
the nature of that minimum (7.e. whether it is to be a national 
minimum or a district and varying minimum), and the third with 
its amount. If the minimum is to be a national minimum, the 
machinery must obviously be the national conference; but if the 
minimum is to vary from one district to another, the district 
minimum may be determined either by the district committees 
or by the national conference. In attempting to disentangle the 
issues it is desirable to describe briefly the essential features of 
the wages agreement which has been in force since the industry 
was released from Government control. The purpose of the 
agreement is to regulate wages according to a prosperity index ; 
it is emphatically not an attempt to construct a comprehensive 
system of profit-sharing. The unit of measurement under the 
agreement is the district; the method of constructing the wage 
rate for any district may be described by considering a hypo- 
thetical case. The revenue (called gross proceeds) of the district 
is ascertained by adding together the value of the coal produced, 
in a given period, by individual firms. Suppose, first, that the 
total proceeds amount to £110x%. The costs, excluding the 
remuneration of capital and labour, incurred in producing the 
coal during that period (say £10x) are deducted from the gross 
proceeds, leaving a sum of £100a (called net proceeds), which 
represents the amount available for distribution between capital 
and labour on the assumption that both sides are able and willing 
to wait for their return until the results have been ascertained. 
Suppose, next, that it is agreed to divide the net proceeds between 
labour and capital in the ratio of 85 to 15. It follows that for the 
period under consideration the workers actually employed would 
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be entitled to £85x. If the wages prevailing in 1914 (called the 
standard wage) for the same group of workers amount to (say) 
£50x, they would be entitled to a wage amounting to 70 per cent. 
above the 1914 standard. If, therefore, the events of the period 
could have been exactly foreseen, the workers might have been 
paid that rate, which would have represented the wage-bearing 
capacity of the industry during that period But it is impossible 
to forecast events with accuracy; moreover, the workers cannot 
afford to wait until the results for the period have been ascertained. 
Consequently it is arranged that the ascertained wage (70 per cent. 
above standard) for that period shall be paid to all the workers 
employed in the district during the period following the ascertain- 
ment of those results. It will immediately be evident that the 
individual firm is not guaranteed any profit: its own profit will 
depend upon the usual factors. Moreover, the total net profits 
(i.e. after deducting losses, if any) for the district do not usually 
amount to the supposed share of capital—{£1l5x in the above 
example. On a falling price level they are less than that amount, 
and, on a rising price level, greater than that amount. Taking 
the period covered by the two agreements of 1921 and 1924, 
capital has received considerably less than was anticipated. 

The ascertained wage, which only roughly measures the 
capacity of the industry, is called the economic wage: I shall call 
it the fluctuating wage, thereby avoiding the danger of begging any 
question. The agreement further specifies that under no circum- 
stances shall the fluctuating wage fall below a prescribed minimum, 
which is now 334 above the standard or 1914 wage. If the 
proceeds are insufficient for the purpose, the losses entailed in 
paying the minimum are deducted from the next available surplus. 
Such is the nature of the present agreement. I have used hypo- 
thetical figures in relation to the fluctuating wage in order to 
avoid complexities which do not affect the principle. 

When the agreement of 1921 was under consideration the 
general level of prices and wages was far higher than at present. 
Although the coal boom was already a thing of the past, few 
people anticipated so long and severe a depression and so rapid 
and heavy a fall in the general level of prices and wages. It was 
assumed that, as in the past, the coal industry would share in the 
general industrial expansion. For that reason attention was 
concentrated upon the principles governing the fluctuating wage ; 
the minimum wage was regarded as being, in the main, of academic 
interest, and was fixed at 20 per cent. above the rate of 1914. But 
the fluctuating wage fell rapidly, and in one district after another 
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the minimum was reached. When the agreement was under 
review the industry was enjoying a temporary boom due mainly 
to the French occupation of the Ruhr; the fluctuating wage 
again rose, and the miners were able to push up the minimum to 
its present level and to secure advantageous modifications in that 
part of the agreement affecting the fluctuating wage. After the 
new agreement came into force, in 1924, the effects of the boom 
rapidly passed away and the wages in practically all the districts 
fell to the new minimum. But even at that level they proved to 
be an intolerable burden in many places, and the losses to be set 
against future surpluses rapidly increased. It was obvious that, 
even if trade recovered, the minimum wage would remain the 
effective wage for a considerable period. Failure on the part of 
the two sides to adjust their differences last summer led to the 
grant of a public subsidy and the appointment of the Coal 
Commission. Jn view of the developments to which reference 
has been made it was obvious that what would really matter was 
the recommendation of the Commission on the subject of the 
minimum wage, which, on the Commission’s own showing, is 
likely to remain the effective wage for some time to come. The 
rest of the Report was expected to prove important, but the matter 
with which it dealt did not possess the same degree of urgency. 
The Commission, in its teport, draws attention to the need 
for emphasising the distinction between the fluctuating wage, 
which is the effective wage under normal conditions, and the 
minimum wage, which has been, in fact, the effective wage in 
most districts during the last two years. Moreover, it distinguishes 
clearly between the general minimum wage and the subsistence 
wage, which is guaranteed under all circumstances to low-paid 
workers. The former is the lowest wage which should be paid to 
workers of varying degrees of skill in order to prevent an undue 
fall in the standard of living. The Commission states, again and 
again, that it should be paid irrespective of the economic conditions 
of the industry for the time being. But it adds that the present 
minimum is too high. Miners’ wages are compared with those 
prevailing in other industries and the wages of to-day are compared 
with the average wages paid during the last five years of peace. 
As the result of that comparison the Commission finds that the 
average unmarried miner could maintain what is, in the circum- 
stances, a reasonable standard of living upon a lower minimum. 
For the married miner with children the lower weekly wage 
would be supplemented by a “ family allowance.” So far the path 


1 An article by Professor Macgregor, on this highly controversial subject, 
appeared in the March issue of this JouRNAL. 
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is clear, and it seems to lead to a recommendation in favour of 
a national minimum wage, upon a lower level than the present 
wage. 

But as we proceed we encounter difficulties. On page 146 we 
are told that the minimum wage is “ intended to guarantee, not 
bare subsistence, but for each class of worker a certain standard 
of living, differentiated according to his skill or responsibility.” 
It does not follow, however, that it should take the form of a 
uniform percentage advance upon the 1914 rates. In the first 
place, ‘‘ the year 1914 was not typical, in respect either of wages 

, 
(p. 149.) In the second place, “it is reasonable to admit actual 
differences in real wages, 7.e. in the standard of comfort between 
different districts, as we have to admit them in other industries 
and in agriculture.” (p. 149.) The relevance and strength of the 
first argument is obvious, though the necessary adjustments may 
be made in the standard rate rather than the percentage, and may 
therefore also be made without impairing the strength of the 
national machinery. The relevance of the second is not so 
obvious, for, first, differences in real wages (as well as in mining 
conditions) are already reflected in the basic rates, and the 
argument is only relevant to the extent that the relative positions 
of the districts have been materially changed since 1914; 
secondly, in so far as the latter change is due to changes in the 
fortunes of the mining industry itself, it is at least questionable 
whether it constitutes a sufficient justification for a varying 
(percentage) minimum. We tend to prolong the existence of 
inefficient mines by reducing the wages of those employed in such 
mines without correspondingly reducing the wages of those 
employed in better mines. 

A similar departure 1 from the first conception of a minimum 
wage is implied in the following quotation (p. 228): “‘ We find 
no escape from the giving up of this minimum of 1924. That does 
not mean simply a return to the minimum of 1921, 7.e. a uniform 
reduction of 10 per cent. on the present minimum percentage. 
In some districts less may be needed, in others more. It will be 
for the mine-owners and the miners to carry out by negotiation 
the necessary downward revision of district minima.” Among the 
considerations which should govern the revision, the first two relate 
to the wage-bearing capacity of the industry in each district. The 
Report continues : “‘ What we here contemplate is not a permanent 
lowering of wage standards but a temporary sacrifice by the men 


1 Readers may be invited to compare pp. 134 and 146-8 with pp. 227-8 
and 236. 
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in the industry, other than the worst paid, in order to avoid 
the possible unemployment of hundreds of thousands of them.” 
Again, we are told that “The main result of the table . 

is to show the unsuitability of any simple procedure like a return 
to the 1921 minimum or any other minimum fixed by uniform 
percentage on the year 1914. Greater reductions are almost 
certainly needed to give any chance of equilibrium in the exporting 
districts, and smaller ones would still leave a profit elsewhere.” 
(p. 291.) Reference has already been made to the difficulty of 
expediting the death of uneconomic mines if wages are to be 
reduced for their sakes alone, and to the question whether the 
Commission has not over-estimated the elasticity of demand 
between the prices of the December quarter and prices 3s. above 
those prices. What it is important to note at this stage is that 
the minimum wage is no longer a wage which should be paid 
irrespective of the economic conditions of the industry, but a 
wage which is definitely related to the capacity of the industry 
while continuing to employ the existing number of employed 
workers. And it is this subtle change in the meaning of terms 
that lies at the root of the difficulty now (April) being experienced 
in forcing the two sides to come to an agreement on the basis of 
the Report itself. 

Moreover, it has led to further ambiguity in dealing with the 
machinery to be employed in negotiating a new agreement 
regarding the minimum wage. The following quotation (p. 152) 
has an important bearing on that point: “‘ We do not see how 
such a [minimum] wage, in a community so small and so closely 
united as Great Britain, can ultimately be fixed by other than 
national authorities. To give a free hand to each district to 
settle its own standard of living without consultation and without 
regard to any other, is to expose the standards of the more 
efficient and prosperous areas, on which the future of the country 
rests, to undermining by the weaker areas; it opens the door to 
‘ cut-throat competition between different districts at the expense 
of wages.’ We conclude accordingly that the minimum per- 
centage for each district should be settled or at least approved 
by agreement between bodies representing all the employers and 
all the workpeople in the industry. This does not mean that the 
minimum percentage for each district may not with advantage 
be discussed in the first instance by district associations, if they 
think fit, provided that the minima thus provisionally agreed 
are afterwards submitted for approval by some national 
authority.” (The italics are mine.) Emphasis is here clearly 
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laid upon the national conference as the appropriate authority 
for fixing the new minimum. But on page 230 the Com- 
missioners state (and the Mining Association has taken action 
on the statement) that it appears to them “ a reasonable course 
for the national conference to refer the question of minimum 
percentage and such matters as they think appropriate to district 
associations to frame proposals. Those proposals would be 
submitted to the national conference for approval.” This 
change in procedure seems to me to be due to the change that has 
crept into the meaning of the minimum wage. Moreover, the 
latter change appears to have cast a mist over the body of the 
Report. An agreement on the lines of the recommendations 
would penalise the relatively inefficient firms at a time when the 
fluctuating wage was above the minimum (for the new basis of 
ascertainment would stiffen up that wage, while the delay in 
recovering past losses would maintain the fluctuating wage above 
the minimum for longer periods than under the present agreement), 
but would give a form of preferential treatment to the same firms 
when the minimum wage was the effective wage. But other parts 
of the Report imply that a relatively high minimum wage is 
desirable in order to accelerate the speed with which the inefficients 
are squeezed out, or at least that the (percentage) minimum should 
not be jeopardised by their desire to maintain their existence. 
The Commission clearly meant that the minimum should be 
effectively controlled by the national authority, that it should be 
reduced, and that district adjustments should be allowed in so 
far as these were necessary to the removal of those accidental 
inequalities, as between one district and another, which existed 
in the 1914 rates adopted as the standard from which subsequent 
changes were made. But they also suggested that the minimum 
should be adjusted in the poorer districts to the extent necessary to 
make it an ‘“‘ economic ”’ wage in relation to the former normal 
production of those districts. In so doing, after defining the 
minimum as the wage to be paid irrespective of economic 
conditions, they were guilty of serious inconsistency. Moreover, 
to make the minimum wage itself a fluctuating wage in each 
separate district is to destroy the basis of the old agreement. 
So much may be said without prejudice to the merits of the 
twofold discussion whether a minimum wage should be wholly 
and finally divorced from the financial state of the industry, and 
whether the negotiating authority should be the district 
committee or the national conference. 
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III 


I can refer but briefly to the discussion of the reorganisation 
of the industry, part of which is concerned with the problem of 
nationalisation. Witnesses had appeared on behalf of the 
Miners’ Federation, and submitted a scheme which combined 
State ownership with so-called “democratic control.” The 
Commission experienced no difficulty in showing the imprac- 
ticability of the proposal, which revealed the usual Anglo-Saxon 
partiality for committees. No scheme involving the separation 
of power from ultimate responsibility, under contract, will bear 
examination. But when the Commission elaborates the arguments 
upon which it bases its rejection of any form of nationalisation it 
seems to me to be less successful. In the first place it assumes that 
the complexity of the industry is an adverse factor. ‘‘ We 
believe that in the future coal-mining will be found to have 
become an integral part of a great industrial complex, which will 
comprise also electricity, smokeless fuel, gas, oil, chemical 
products, blast furnaces, and possibly other activities. But these 
are features which make the mining industry particularly 
unsuitable for conduct by the State. Standardisation, to any 
marked extent, is impossible. Mining is less uniform even than 
other producing industries; far less so than distributive or 
transport services, or than such a service as the generation and 
supply of electricity. Its results are uncertain and indeed 
speculative. A willingness to experiment and a readiness to take 
risks are essential.” 

This argument is of doubtful validity. The economies that 
have been achieved through integration need not be lost if the 
coal-mining industry were nationalised. It would be sheer folly 
to nationalise the steel industry in its narrow sense, that is, the 
process of converting iron into steel. Modern plants are often 
so constructed as to enable the iron to be conveyed in liquid form 
from the blast furnace to the steel furnace; the steel ingot is 
conveyed, while still hot, from the sand-pit to the re-heating 
furnace and afterwards rolled into bloom, billet or bar. The 
semi-manufactured product is taken direct to the finishing mills 
and rolled into plates, rods or some other product. From the 
engineering point of view the first three processes may now be 
regarded as one industry, and the nationalisation of the second 
process would inevitably mean either the nationalisation of the 
first and third or the loss of important ‘‘ engineering ’’ economies. 
This consideration is not relevant to mining, and quarrying. 
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Coal-mining is physically distinct and separate from all the 
industries which utilise coal; integration merely means unity of 
financial control and the economies that are achieved differ from 
those ‘‘ engineering ” economies which are available in metal 
manufacture. Coke-oven and by-product plants, for example, 
are constructed either by mine-owners at the pit-head or by iron- 
manufacturers near the blast furnace. Even if the coal-mining 
industry were nationalised there appears to be no reason why 
privately owned coke-ovens should not be erected in future, as in 
the past, near the pit-head. The real or absolute economies that 
are enjoyed at present would still be available, even though the 
relative advantage (if any) now secured by unity of control were 
lost. Thus the apparent complexity of the industry does not seem 
to be a factor of importance. The remaining arguments against 
nationalisation, which are relevant and strong, may be applied 
with equal relevance and strength to other exporting industries. 
In the second place, the Commission assumes that there are 
only two alternatives worthy of consideration, namely, private 
enterprise without State participation and a State monopoly. 
But there are at least two other alternatives. The State might 
either nationalise one coal-field, leaving the others to be exploited 
by private firms, or purchase and operate representative mines in 
different areas. It is to be regretted that these alternatives were 
not examined. Experience would have served as a guide. The 
Mines Department submitted a memorandum on the Westphalian 
coal syndicate in which but scanty references were made to the 
Prussian State mines. Sir Richard Redmayne, in his evidence, 
made a few vague remarks upon the latter, which have had 
experience both as competitors against and as members of the 
syndicate. No further information appears to have been 
supplied regarding this valuable experiment. Again, in dealing 
with retail distribution the Commission recommended that 
municipalities should be empowered to compete with private 
firms, and thereby showed that it was not an uncompromising 
opponent of public enterprise in the sphere of competitive 
industry. If it had further recommended that in suitable 
circumstances the State (or some other public authority) should 
enter the mining industry as a competitor, it would have accepted 
the corollary of its own recommendation regarding the retail 
trade. Competition from the State and other public authorities 
is not unknown even in this country: the Admiralty competes 
(though not on the open market) with private shipbuilding firms ; 
the Stationery Office indirectly competes with printing firms; 
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municipalities compete with private firms in the supply of gas 
and electric stoves and fittings; at least one municipality owns 
a farm. If the State owned the railways it would also compete 
with firms engaged in the construction of wagons and locomotives. 

The Commission, however, preferred to rely entirely upon the 
resources of private enterprise. It has not written in terms of 
admiration of the results of the system of private enterprise in 
the past; on the contrary, the weakness of that system is revealed 
in a manner which should satisfy even its bitterest opponent. 
The references to housing conditions, to the lack of amenities and 
to the slowness of progress in the sphere of equipment, planning 
and organisation, should carry weight with those responsible for 
the future control of the industry. But experience has also shown 
what private enterprise, at its best, is capable of doing, and the 
main purpose of the constructive proposals is to accelerate 
progress by universalising what is best and, at present, rare. 
The proposals are the outcome of the analysis of the supply side 
to which reference has already been made, and are intended to 
quicken the tendency to increasing returns. The elimination of 
uneconomic mines will be hastened by the maintenance of a 
relatively high minimum rate of wages. The Commission expects 
to reduce industrial unrest through the institution of a com- 
pulsory profit-sharing scheme. This is a revolutionary proposal 
which, if carried into effect, will create an administrative problem 
of the first magnitude. As I write I recall the days when I was 
a member of the wages department of the Ministry of Munitions, 
and witnessed the difficulties involved in wages control. The 
present proposal will create many such difficulties, as well as 
other difficulties due to the need for defining capital. The latter 
are avoided in the existing wages agreement for the simple reason 
that the remuneration of capital is expressed as a function of 
wages; but already the increasing use of machinery, such as 
electrically driven coal-cutters and conveyors, is creating doubt 
as to the equity of that method of calculation. 

The Commission favours amalgamation on the part of mine- 
owners, and prefers voluntary action to compulsion on the part 
of the State. It has been criticised for its presumed lack of 
courage in this respect, but the critics seem to ignore the 
difficulties involved in compulsory amalgamation. Such a 
procedure would make “ risk-taking ” too risky, and destroy the 
foundation of the system of private enterprise. If the State 
determined the nature of the risk which was to be taken it would 
quickly be called upon to accept the risk itself. The Commission 
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also favours the formation of cartels or selling syndicates of mine- 
owners; presumably these are to be on a comparatively small 
seale relatively to the home market and comprehensive for the 
export trade (p. 291). They will not destroy competition on the 
market, but substitute a new and more strenuous form of com- 
petition for the old and more leisurely form. In short, it would 
make what is now best the representative method of organisation. 
If that end could be achieved the industry of this country would 
not only prove a stronger competitive unit in the markets of the 
world, but also fulfil its obligation to the British public. It can 
hardly be said, however, that the public is optimistic. The 
constant pressure of relatively high and standardised wages is 
more likely to achieve that end, as far as mining is concerned, than 
any set of recommendations to the Mining Association, which is 
not a commercial organisation. If similar recommendations 
were submitted for (say) the steel rail industry through the 
Employers’ Federation, the latter body would reply that it was 
a matter not for a wage-negotiating authority but for the Steel 
Rail Syndicate, which is a commercial organisation. This case 
does not provide an exact parallel to the one under discussion, 
but it illustrates the difficulty created by the fact that the unit 
of organisation is not the same for the purpose of dealing with 
labour as for commercial purposes. Apparently the Mining 
Association has no authority in the matter, and to secure that 
adequate pressure is brought to bear upon individual mine- 
owners, who prefer independence on a small scale to junior 
partnership in a larger business, is a problem the solution of which 
will call for statesmanship of the highest order. The ownership 
of minerals will provide the State with a useful weapon, and this 
fact alone seems to justify the recommendation that the mineral 
should be nationalised. 

This review has been largely concerned with those statements 
which seem to me open to criticism, and may convey a false 
impression. ‘The Report is so long, it was written so quickly, and 
general statements about the same branch of the subject appear 
in so many places, that inconsistencies were almost inevitable. 
It is unfortunate that such inconsistencies crept into the 
discussions of the problems that are most urgent. The Report 
as a whole is, however, 2 monument of industry, impartiality, and 
ability; one not only marvels at the rapidity with which the 
Commission performed its task, but also feels that the Prime 
Minister was thrice fortunate in his choice of members. 

J. H. JONES 
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A PossiIBLE CAUSE oF CYCLICAL UNEMPLOYMENT 


Ir is a point in favour of the modern economist that he 
recognises to a far greater extent than his predecessors did the 
importance of “ disturbing factors.” Many of the fundamental 
assumptions of the classical economists—as, for example, that as 
to the perfect mobility of capital and labour—have been so 
qualified that their practical significance has become very much 
restricted. Competition itself, the animating principle of the 
individualist system, is seen to work haltingly and fitfully and to 
be subject to limitations imposed not by custom or the will of 
man, but which are inherent in the nature of things. More 
especially is this true of industrial competition. 

To that form of competition—e.g. the competition between 
dealer and dealer—which results in an equality of price for the 
same goods in the same market at the same time, economists give 
the name of commercial competition. On the other hand, that 
form of competition—e.g. the competition between producer and 
producer—which tends to equalise the costs of production for 
all producers is known as industrial competition. 

Industrial as distinct from commercial competition is notable 
as possessing inertia. It is slow to respond to changed conditions. 
Hence, under the dynamic circumstances of modern industry, its 
incidence is subject to great variations. Sometimes it lies dormant 
and in the background ; at other times it waxes into great activity, 
with astounding repercussions upon industry. The writer’s 
thesis is that it is these periodical variations in the force of 
industrial competition which are primarily responsible for that 
ebb and flow of commerce and employment which is known as the 
trade cycle. The argument in support of this view will now be 
expounded more fully. 


The improvements which are being more or less constantly 
introduced into manufacture ordinarily result in a continued fall 
in the average cost of production of manufactured articles of the 
same quality. This fact is often obscured by changes in the value 
of money; but as a rule the statement holds good if the cost or 
expenses of production are assessed in labour-units or even in 
terms of real money, that is, purchasing power. 

The reduction in cost is, of course, generally tantamount to 
an increase in the efficiency of labour. The adoption of new 
methods and new machinery enables a given number of workers 
to produce a Jarger quantity of goods without extra effort on their 
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part. Conversely, a given quantity of goods can be produced by a 
fewer number of workers. 

In these circumstances it is evident that the only policy which 
could ensure full employment would be one of continuous price- 
reduction. In some cases even this might not attain the desired 
end. If the reduction in- price failed to induce an adequate 
increase in consumption, workers would be liable to be thrown 
out of employment or put on short time. In view of the elasticity 
of demand for most manufactures, however, there would be little 
likelihood of this happening on a large scale, so long as prices were 
always lowered to correspond with the expenses of production. 

The important question now arises: in actual fact, are prices 
always lowered in this way? The answer is in the negative. 
Sometimes falls in cost are immediately reflected in prices, at 
other times they are not; a great deal depends upon the severity 
or otherwise of competition at the time. In so far as manu- 
facturers’ prices are regulated by supply and demand, so long as 
effective demand remains constant a lowering of prices can only 
come about through intensified industrial competition resulting 
in an augmented supply. 

During a period of reviving trade, industrial competition is 
only partially effective—consequently there is an increasing 
margin between the normal or average expenses of production 
and manufacturers’ prices. In other words, profits are increased 
both absolutely and relatively. Bearing in mind what has been 
said, it would seem that this increasing disparity between costs 
and prices necessarily spells unemployment for the workers either 





now or in the future. 

The high profits characteristic of booming trade find their way 
to a large extent into the investment market and are ultimately 
capitalised. The advent of this new capital into manufactures 
must inevitably result in more production and therefore in more 
competition between producers, that is, in more industrial 
competition. The increasing supply of goods brings prices down, 
and so the boom period comes to an end and a “ cyclical 
depression ” takes its place. Curious, is it not, how high prices 
and high profits turn round, boomerang-like, and compass their 
own destruction ? 

Of course, at any period unusually large profits in certain 
trades will tend to attract more capital from other less favourably 
situated industries, and in this way a levelling influence is always 
being exercised in some measure. This indeed is the normal 
working of industrial competition, which is, however, at least 
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equalled in importance by the abnormal form just referred to. 
Both forms require time for their effective operation. 


But the foregoing is not in any sense a complete description 
of what occurs during a normal trade cycle consisting of a boom 
and an ensuing depression. If it were a complete description, 
unemployment would be greatest during the period of high prices 
and high profits and least during the period of low prices. 
Actually, of course, the reverse is the case. Why? 

For an answer we must look to the administration of credit. 
Credit may be here regarded as stored-up money or purchasing 
power. Hence, the banks can, by releasing credit, stimulate the 
demand for commodities, while by restricting credit they can 
reduce demand. And this very largely apart from the normal 
economic influences affecting supply and demand. 

Now the chief recipients of bank credits are manufacturers 
(or other producers) and merchants. Bank supplied purchasing 
power, it is true, finds its way into all pockets; but it is the two 
classes mentioned with which the banker has personally to deal 
and which constitute his principal customers. Hence, when they 
are prosperous he will be free with his credits, and when they are 
relatively unprosperous he will be correspondingly reluctant to 
grant them advances. As bankers are alleged to be somewhat 
temperamental creatures, fluctuations in business profits may, by 
their indirect effect upon credit, produce results which may 
entirely overpower the direct effects. Thus, rising profits which 
might tend of themselves to reduce the demand for consumable 
goods may actually increase demand, by encouraging the bankers 
to release more purchasing power in the form of credits. 

This, it may be imagined, is what actually takes place during 
the early years of a trade boom. Improvements in manufacture 
lower the cost of production; but industrial competition is not 
sufficiently strong at the moment to enforce a corresponding 
reduction in real prices. This state of affairs would result in a 
decrease in employment were it not for the circumstance that the 
high rate of profit (implying good security for the time being) 
encourages a great expansion of credit, which in turn results in 
increased effective demand and increased consumption. Un- 
employment on a large scale is therefore not experienced: until 
credit is restricted. 

Such restriction may be dictated by the state of the cash 
reserve at the banks, or it may result from an actual or impending 
fall in business profits, through the advent of increased industrial 
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competition in the manner previously described. In any case 
the immediate effects are the same. Demand fails and unemploy- 
ment and short time become the rule. Prices fall, as also do 
profits and wages. These continue to fall until after a lengthy 
period equilibrium between demand and supply is re-established, 
generally at a lower real price level and with a larger output. 
Improvements in manufacture, however, soon result in futher 
reductions in expenses—reductions which are not adequately 
reflected in current prices. Industrial competition has largely 
spent its energy in the preceding cycle. Profits begin to mount 
and credit re-expands. But sooner or later credit has to be 
restricted. Demand then fails once again, with the inevitable 
consequences : low profits, low wages, bad trade and bad tempers 
allround. And so the trade cycle keeps repeating itself. 


The writer is chary of suggesting any remedies for trade 
fluctuations, as the theory outlined is a tentative one and many 
points still await investigation. We have seen that even without 
any credit system the irregular working of industrial competition 
would alone tend to cause unemployment. Does the expansion 
and contraction of credit merely translate that unemployment 
from high price periods to low price periods, or do credit variations 
themselves cause additional unemployment? Until this question 
is answered it is not easy to say whether any suggested changes in 
banking policy can be of much use in regularising employment. 

To say the least, considerable doubt is thrown upon all such 
proposals. After all, bankers are only guilty of expanding credit 
when their customers’ security is good and of withholding credit 
when the security is bad; and how can any banker be expected 
to do otherwise? To what extent bankers are responsible for 
exaggerating fluctuations in business security has yet to be 
determined. 

It may be observed here that if industrial competition, 
hitherto working slowly and inconstantly, could be speeded-up 
so as to be equally and intensely in operation at all times, general 
trade and credit fluctuations of the type with which we are 
familiar would probably disappear. There is little indication, 
however, that existing economic tendencies are in the direction of 
such a speeding-up. 

But where economic tendencies are unavailing, determinate 
human effort may possibly be successful. If every producer and 
distributor were to cut prices on every possible occasion (trusting 
to the increasing turnover to ensure a normal profit), and to do 
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this voluntarily and not to wait until competition enforces such 
action, the problem of the trade cycle with its associated unemploy- 
ment might be solved immediately. Whether the existing 
individualist system will admit of such a solution remains to be 
seen. Enough has been said to emphasise the importance of 
the question. 

JAMES SOUTHWORTH 


Note ON THE PAPER BY PrRoressor S. N. PrRocopovitcH on 
THE DISTRIBUTION OF NATIONAL INCOME 


In his important and interesting paper in the March number 
of the Economic JourNAL Professor Procopovitch has over- 
looked the detailed analysis of British incomes contained in the 
64th Report of the Commissioners of Inland Revenue. In this 
official publication on pp. 112, 113 an estimate is given of the 
approximate distribution of incomes for the year 1919-20 of all 
inhabitants of the United Kingdom having more than £130 of 
income. I propose in this note to apply the method of Professor 
Procopovitch to this estimate and to compare it with the Prussian 
figures given by him. 

The method I have employed is to start from the bottom of 
the table in the 64th Report and work upwards. The last nine 
rows (dealing with incomes over £10,000) combined give 10,300 
persons, or -022 per cent. of the total population, with an aggre- 
gate income of £241 millions. The next row gives 16,720 persons, 
or -036 per cent. of the total population with an aggregate income 
of £115 millions. And so on. In this way the whole of the 
figures in the first three columns of my table are accounted for. 
The next column is then worked out on the same lines as Professor 
Procopovitch. For this purpose I have taken his figure of 
£84-6 as the average income for that year per head of the popula- 
tion of the United Kingdom, which he calls the ‘ budget unit,” 
and I have expressed the average income per head in each section 
as a multiple of this “ budget unit.” This produces column 4 in 
my table. 

There is, however, in the 64th Report an exceedingly important 
note relating to an item of £260 millions described as “ other 
income.” It is there explained that two-thirds of this consists 
of the actual income of companies which though charged to income 
tax is not distributed to shareholders in dividends. This income 
is in reality the property of the persons who own shares in these 
companies in proportion to their holdings, and for a complete 
analysis of incomes it is necessary to add the requisite quota for 
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each section of the population. No precise data are available for 
doing this, but a rough estimate sufficiently accurate for the 
present purpose may be made if the following propositions be 
admitted : (1) the undivided quota of any section will be roughly 
proportionate to the income actually received by that section 
from investments; (2) the incomes of persons over £10,000 per 
head are nearly all investment incomes, while below that a larger 
and larger proportion of earned incomes is included; (3) the 
distribution of estates as shown on p. 31 of the 64th Report 
supplies an indication of the income from investments of different 
sections of the population. The actual figures I have used amount 
to taking the quota of undivided income as an addition of 21 per 
cent. to the income shown, for the section of persons whose income 
exceeds £10,000, 18 per cent. for incomes between £2,000 and 
£10,000, 16 per cent. between £1,500 and £2,000, 13-per cent. 
between £1,000 and £1,500, 10 per cent. between £600 and £1,000, 
6 per cent. between £300 and £600, 4 per cent. between £250 and 
£300, 25 per cent. between £200 and £250, 1 per cent. between 
£160 and £200, § per cent. between £130 and £160. Adding these 
quotas to the original figures of aggregate incomes, column (5) in 
my table is produced and column (6) is derived from it in the same 
way as column (4) from column (3). 

The fifth row in my table embraces the first four rows, and 
gives the wealthiest section of the population up to -195 per cent. 
In column (7) I have set against this the corresponding figure 
obtained from Professor Procopovitch’s table (by addition) for 
the section of the Prussian population up to -2 per cent. The 
next row, giving for the United Kingdom from +195 to *29 per 
cent., [ have compared with the Prussian figure for -2 to +3 
per cent., and the next row with the Prussian figure for °3 
to -5 per cent. The eighth row, which comprehends all those 
that precede it and includes the whole section of the population 
up to -5 per cent., is compared directly with the result for the same 
section of the Prussian population. The ninth row, dealing with 
from -5 to 1 per cent., is again directly comparable. Finally, the 
last two rows, giving the sections from 4-9 to 9-3 per cent., and 
9-3 to 17 per cent. for the United Kingdom, have been compared 
with the Prussian figures for from 5 to 10 per cent., and from 
10 to 20 per cent. respectively. 

Opinions will probably differ as to whether column (4) or 
column (6) of the figures for the United Kingdom are more 
strictly comparable with the Prussian figures. For my own part, 
though I am satisfied that column (6) represents more nearly the 
true facts as to British incomes, I do not know enough about the 
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method by which the Prussian figures are obtained to say whether 
or not they also should not be subjected to similar accretions. 

In either case a considerable degree of similarity is presented 
by the British and Prussian figures; and if column (6) is selected 
the comparison becomes astonishingly close. Thus the number 
of budget units received by the richest -2 per cent. of the popula- 
tion in the United Kingdom is shown as 84 against 91 for Prussia. 
For the section from -2 to 3 per cent. as 23ineach country. For 
the section -3 to ‘5 per cent., 17 as against 15, and for -5 to 1-0 per 
cent. as 10 against 9-7. A noticeable difference occurs, however, 
near the bottom of the table, where the Prussian figures give a 
considerably larger number of budget units owned by the better 
class workers than in this country. As the budget unit is an 
average income, this would seem to indicate that the earnings of 
the lowest paid workers (which do not appear in the table) are 
larger in proportion here than in Prussia. If this be so, is it due 
to the existence of a large low-paid agricultural class in that 
country ? 

Three subsidiary points remain to be mentioned : 

(1) Professor Procopovitch himself publishes certain figures 
for this country, which he refers to as ‘‘ England.” Quite clearly 
he uses the term loosely to cover the United Kingdom. 




















INCOMES IN UNITED KinGpom, YEAR 1919-20. PRUSSIA. 
sa Income including 
Number of Persons. Income as shown in | quota of undivided 
tables. adie. Roughly 
corres- 
SS SS eee ponding 
In As percen- | Aggregate| Per head |Aggregate| Per head | figures. 
thousands.|tage of total] in Million | in budget |in Million | in budget 
population. £s. units. £s. units. 
(1) (2) (3) (4) (5) (6) (7) 
10°3 Up to -022 241 275 291 333 
16-7 -022 to -058 115 81 136 95 
37°8 ‘058 to -140 130 42 152 47 
24-9 +140 to -195 55 25 65 30 
89-7 Up to +195 541 70 644 84 91 
44-4 *195 to -29 76 | 20 88 23 23 
98-4 29 to °5 118 14 133 17 15-2 
232 Up to +5 734 37 865 43 47-4 
222 ‘5 to 1-0 169 9 186 10 9°7 
660 1-0 to 2-4 264 4-7 280 5 
411 2-4 to 3:3 111 3:2 115 3-2 
751 3°3 to 4-9 165 2-6 | 169 2°6 
2031 4-9 to 9:3 355 20 | 358 2:0 3:0 
3490 9-3 to 17-0 489 1-6 491 1-6 1-8 
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(2) Professor Procopovitch’s estimates of aggregate income 
and population for this country are in my view both too low. 
Population was probably nearer 47 millions than 46 millions in 
1919-20, and the income in that boom year I should have put at 
considerably more than his £3900 millions. On the balance the 
budget unit would exceed £84-6. I have thought it better, 
however, not to change the basis of calculation and have used his 
estimates in these matters. Any alteration such as I have sug- 
gested would somewhat reduce the figures given in columns (4) 
and (6) in my table. 

(3) It must not be forgotten that the larger British incomes 
were in the year 1919-20 subjected to particularly high income 
tax and super-tax. The figures shown in the tables are for gross 
incomes before the deduction of these direct taxes. In any com- 
parison between this country and Germany or between different 
dates for this country this fact is important and must be borne in 
mind; but at the same time the effect of the high taxes on beer, 
tobacco, tea and sugar in reducing the effective incomes of the 
working people will also have to be taken into account. 

F. W. Petruick-LAWRENCE 


RECENT OFFICIAL PAPERS 


Report by the Food Council on Short Weight and Measure in the 
Sale of Food-stuffs. 1926. (Cmd. 2591.) 9d. 


THE Committee find that “‘except as regards coal, bread, 
and tea, no legislative enactment applicable throughout the U.K. 
exists for the specific purpose of preventing short weight and 
measure.” A number of tests have shown that short weight or 
measure occurs to a degree sufficient to call for legislation 
protective of both sellers and buyers, such as exists in all the 
Dominions and the U.S.A. Hence a series of important recom- 
mendations, whereby short weight or measure will become a 
statutory offence, and special regulations will apply to scheduled 
articles of food. 





Report to the Secretary of State for Dominion Affairs of the Inter- 
Departmental Committee appointed to consider the Effect on 
Migration of Schemes of Social Insurance. (Cmd. 2608.) 6d. 


Tis Committee was appointed in November 1925 to consider 
how far the recent social legislation of this country may have 
tended to discourage migration to the Empire, and in what 


manner any effects adverse to migration can best be counteracted. 
No. 142.—VoL. XXXVI. x 
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In their Report they discourage the idea that the policy of Empire 
Settlement arises out of any theory of over-population, or of 
difficulties experienced in absorbing in industry the natural 
growth of population. The purpose, in their view, is simply 
development, and the best distribution of population, with a view 
to stabilising industrial conditions throughout the Empire. 
While they do not think that accurate figures can be quoted of 
persons proceeding for permanent settlement abroad, they regard 
it as fairly clear that total migration from this country is less 
than before the war, and as certain that it has not increased as 
the result of the Empire Settlement Act. 

Other factors than those coming within their special reference 
are shown to be relevant to this result. The general evidence is 
to the effect that migration and settlement are highest in times 
of trade prosperity, or of recovery from depression; because of the 
exceptional demand then in new countries for labour, and the 
flow towards them of capital. The years before the war were 
therefore favourable to migration, the present is not. While 
this contention is based on the migration movements of forty 
years, and the authority of Giffen, it raises obvious questions of 
relative prosperity that deserve examination. And in that 
connection the quoted opinion of the Prime Minister of Australia, 
that assured markets are a requisite of colonial immigration, is 
obscure; are not migrants themselves a market anywhere ? 
The factors more specially hindering migration at present are 
given as the rise in the home standard of living, urbanisation which 
lessens through specialisation the adaptability required of 
emigrants, and the conditions under which assisted passages can 
now be obtained. 

The Committee examine the effects of social legislation in 
detail. Analysis of the wnemployment figures shows that the 
majority of the unemployed are persons who have prospects of 
returning to their own normal occupations. For this and other 
reasons there are limits to the number of unemployed who can be 
regarded as available and suitable for migration. Juvenile 
migration has been specially hindered by the importance to family 
income of either their earnings or their Benefit. And only in 
one State in the Empire is there any provision for Unemployment 
Insurance if they migrate. As Poor Law Relief would rarely give 
more than unemployment benefit, it cannot be considered a 
restriction in itself. As regards Health Insurance, no effect is 
probable, since ‘“‘the average healthy person who would be 
acceptable as a settler ” scarcely attaches much importance to his 
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health benefits. The loss on migration of an Old Age Pension may, 
however, be a deterrent; and so also of widows’ pensions. 

The Committee put aside any remedy through continuance 
of insurance overseas for migrants. Something may be done 
by reciprocal schemes and exchanges. But the most important 
practicable research is in- respect of payments of ‘surrender 
values ’”’ where any such may have accumulated, as is the case 
where the risk insured is one which increases with age. There 
is ground, however, for only one small payment in this respect. 
Persons already in receipt of benefit, such as pensioned widows or 
certain old age pensioners, might be granted on migration a 
lump sum equal to one year’s pension. The emphasis of the 
final recommendations is on Reciprocity of Social Schemes, 
publicity, and the training of juveniles in rural occupations. 

D. H. Macerrecor 





Committee on Industry and Trade. Survey of Industrial Relations, 
based on material mainly derived from official sources. With 
an Introduction by the Committee. (Stationery Office. 1926. 
Pp. 497. 5s. net.) 


Tuts ‘‘ Survey ” is the second publication of the Balfour Com- 
mittee on Industry and Trade. It consists mainly of papers 
supplied by the Departments concerned, and gathers into one 
volume a great deal of information which has hitherto been 
available in dispersed sources. The Committee have reviewed 
the whole of this information in a concise Introduction. The 
result is a valuable and authoritative handbook on the whole 
range of matters dealing with the social relationships in industry. 
The first chapter deals with the growth and relative distribution 
of the industrial population. The second, on Wages, presents 
the information on the progress of rates, distinguishing the 
expecting and the “ sheltered ” industries; on the adjustment of 
rates to the cost of living; on systems of payment in the chief 
industries, and family allowances; and on certain international 
comparisons of “ real” wages. The third chapter deals exhaus- 
tively with hours of labour, their regulation at home and abroad, 
and with the ‘“ welfare’? movement. A critical study of the 
unemployment figures is given in the fourth chapter. The fifth 
chapter, on ‘“‘ Machinery for Industrial Negotiation,” includes an 
interesting appreciation of the profit-sharing movement, and of 
the question of compulsory arbitration in Australasia. The 


relevant statistics are brought together in the last chapter. The 
x2 
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volume is intended to be descriptive, and to precede the con- 
clusions of the Committee’s evidence on the situation it represents. 
D. H. Macerecor 





THE COLLEGE DE FRANCE 


’ 


I HAVE noticed that the names “Sorbonne” and “ Collége 
de France ’”’ are frequently misused by foreigners, and a state- 
ment of their correct meaning may be of interest to readers of 
the Economic JOURNAL. 

The Sorbonne is the name formerly borne by the University 
of Paris, in memory of its founder, Robert de Sorbon, priest and 
confessor to King Louis the Saint, in the middle of the thirteenth 
century. To-day it is a purely historic and honorific title given 
to the building which houses one-half of the University, 7.e. the 
Faculty of Letters and a portion of the Faculty of Science. 

The Collége de France is not a constituent part of the 
University of Paris. There is much misconception on this 
point, and even the Economic JouRNAL prints ‘‘ University of 
Paris” after my name in the list of correspondents in which I 
have the honour to be included. I was indeed a member of 
the University of Paris as long as I lectured in the Faculty of 
Law, but I migrated to the Collége de France four years ago. 

The Collége de France was founded by Francis I. in 1530 
(it will shortly celebraté its 400th anniversary), not only as an 
institution independent of the Sorbonne, but actually in oppo- 
sition to it. The Sorbonne was conservative and theological, 
with Latin for its sole medium of expression; the new founda- 
tion was intended to be a centre of free and secular education. 
This opposition between the teaching of the two institutions 
has, of course, ceased to exist, but the Collége de France retains 
its autonomy, and is distinguished from the University of Paris 
by some remarkable, though generally little-known, characteristics. 
They are as follows :— 


(1) The Collége de France has no examinations, nor 
does it confer any diploma or certificate. Attendance at 
lectures is thus entirely optional. There are courses, such 
as those lately given by Monsieur Bergson, for which the 
largest hall is inadequate; on the other hand, there are 
highly specialised lectures which attract but a small audience, 
and there are some where the only listeners are the Professor’s 
would-be successors. 
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(2) The Collége does not insist on the possession of a 
University Degree for its professors; a candidate for election 
need not be a Doctor, or a Master or even a Bachelor of 
Arts. The only necessary qualification is distinction in 
some branch of human knowledge—preferably in the newer 
branches, in the scienees in process of formation. 

(3) The Chairs are not permanent and can be changed 
on the death or retirement of a Professor if there is no 
candidate of sufficient distinction available. Hence every 
vacancy evokes a host of candidates, who stream in from 
the four cardinal points of the scientific compass. The 
ideal aimed at is always to have the right man in the right 
place, which frequently involves a change of place when 
there is occasion to change the man. 

(4) The Professor-elect is established for life; there is 
no age limit of any kind, though I imagine no one would 
be appointed under twenty-one, and no compulsory retire- 
ment. And as there is no difference between the Chairs 
and no hierarchy, young and old meet at the Collége on a 
footing of perfect equality. When a Professor feels him- 
self too old or too tired to do full work he takes on an assist- 
ant, whom he engages on his own responsibility and without 
any intervention on the part of the Collége other than a 
purely formal vote of confirmation. 


The Collége session begins in December and ends in May. 
Each course, therefore, with its two hours a week averages about 
thirty lectures in the year. It is considered undesirable that 
teaching should absorb too much of the Professors’ time—a 
common fault in the University. 

When I stated that the Collége de France was autonomous, 
I meant that it was not under the jurisdiction of the Rector of 
the University, at present an eminent Greek scholar, M. Maurice 
Croiset. The administration is in the hands of one of the 
members elected by the Collége, who bears the modest title 
of Administrator, and whose chief duty consists of presiding at 
meetings. The Collége is, however, under the control of the 
Minister of Public Instruction. When a Chair falls vacant the 
Coilége is bound to propose two candidates, and the final choice 
rests with the Minister, who has, moreover, the right to create 
new Chairs and to appoint to these whomsoever he may think fit. 

In France centralised government is so much the rule that 
this degree of independence in a great seat of learning occasions 
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considerable surprise. Not long ago the Minister of Public 
Instruction in a speech announced that measures would be taken 
to bring the Collége de France within the framework of the 
University. But M. de Monzio has already been superseded, 
and we may presume that the menace which hangs over this 
famous institution will not materialise for a long time to come. 
CHARLES GIDE 
Paris. 





OBITUARY 


Sir PAvuL VINOGRADOFF 


Law is a study which has always made an international appeal, 
and the University of Oxford has had good cause to be grateful 
to teachers of Law who came to her from other lands. Far 
back in history the names of Vacarius and Albericus Gentilis 
mark the debt she owed to Italy. But the greatest, perhaps, of 
all her teachers of Jurisprudence came from a further land. 

Paul Gavrilovich Vinogradoff was born in Kostromo, in 1854, 
and became a student in the University of Moscow. His historical 
training owed much to Mommsen’s Seminar in Berlin. He used 
to say that his first interest in England in the Middle Ages came 
through Sir Walter Scott. It is not quite clear by what steps he 
was first led to study the English manorial system, but the subject 
was one of natural attraction to a Russian scholar who had been 
a small boy in the year of the emancipation of the serfs, and who 
had watched the village community, the Mir, adjusting itself to 
the new conditions. As he said himself, ‘‘ Questions entirely 
surrendered to antiquarian research in the west of Europe are 
still topics of contemporary interest to us.” It is clear, too, from 
his own writings that he was following with the closest attention 
the Romano-Germanic controversy through the pages of Kemble, 
Maurer, Freeman, Stubbs, Gneist, Nasse, and Maine. At last 
he plunged into the fray, to throw the clear light of his stern 
historical training upon the problems of the English village 
community. 

It was in 1884 that he came to England upon his first visit, 
in search of materials for his classic work on Villeinage. There 
his chance meeting with Maitland resulted in a close friendship, 
and in a remarkable widening and deepening of the work of 

1 Vinogradoff’s association with Liebermann, whose great work on the Old 


English Laws was so closely connected with his own investigations, came com- 
paratively late and was in no sense a formative influence. 
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both men. The outline of this friendship is sketched with charm 
and sympathy in Mr. Fisher’s all too brief life of F. W. Maitland. 
From 1884 to 1903 Vinogradoff was building up a remarkable 
international reputation, and visiting England'at frequent intervals. 
He became Professor of History in Moscow, and did valuable work 
for education, at all its stages, in his own country. Ultimately, 
however, he resigned his position, in which he had adopted an 
attitude more independent than was politic, and came to England, 
a quasi-exile, but a thrice-welcome guest. In 1903 he was 
appointed Corpus Professor of Jurisprudence in the University 
of Oxford. Apart from his amazing knowledge of comparative 
Law, and his firm belief in the “ historical method ” of Sir Henry 
Maine, his contributions to the legal and economic history of 
England alone would have justified a Professorship; few men 
have made their Professorships more fruitful. More than a 
dozen degrees were bestowed upon him by European Universities, 
and he was a member of almost every learned society in the world 
connected with Law, History, or Economics. He lectured 
frequently in America, as well as throughout Europe, and was 
greatly interested in a visit to India. In the last weeks of his 
life he was made Doctor of the University of Paris—honoris 
causa. So far as was possible, he retained his connection with 
Russia, only to see his hopes repeatedly disappointed. His 
work during the war was devoted to creating a better under- 
standing between his native and his adopted countries; his 
knighthood in 1917 was a recognition of his services in this 
respect. 

The interaction between Vinogradoff’s work and Maitland’s 
is extraordinarily interesting. Each man owed an infinite debt 
to the other. Vinogradoff widened the horizons and re-inspired 
the enthusiasms of Maitland; Maitland served Vinogradoff less 
visibly, but no less truly, in interpreting to him the queer twists 
in the English mind, by which he might guess that “ the English 
believer in free village communities would very probably be a 
Conservative,” while the foreign observer would wish to label him 
a Liberal; Maitland served him also in aiding the actual pro- 
duction and presentation of his earlier works. Maitland was a 
far more brilliant writer and lecturer, but owing to his ill-health 
and early death he left no “school” behind him. Vinogradoff 
usually wrote as if merely to convey what he had to say. The 
vivid interest he displayed in conversation did not quite “ get 
through” on paper. But he was emphatically a great teacher. 
A list of his written works, even such as comes at the call of 
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memory alone, would fill a long column, and they are absolutely 
indispensable to the student of Law or History. Yet it was in 
his Seminar, perhaps, and in his personal intercourse with other 
scholars that his greatest work was done. 

The Seminar was a somewhat strenuous discipline. ‘“ The 
young men in Oxford do not love the higher education,” he would 
say, in moments of disappointment. Yet he had always a small, 
keen band of students prepared to follow his lead through Celtic 
manorial custom, or the Year Book MSS., or the Salic Law, or 
the economic statistics of Domesday Book. Some of them had 
learned from his friend, Charles Bémont, in Paris, the meaning 
of the “ higher education’ in Vinogradoff’s sense, and warmly 
welcomed the extension of the Seminar method to Oxford. Others 
of his pupils came from over-seas. Among the Rhodes Scholars 
he found congenial additions to his little band. More than one 
came from the remoter regions of Cambridge or London. 

He cared nothing for preliminary ignorance, if only the student 
had some fixity of purpose, some capacity for work. Pretentious 
work was the only thing on which he was severe. He could hand 
back a paper with the curt comment, “ This is all to do again,” 
but it was never the beginner nor the diffident who was thus 
treated. He had a not altogether unfounded contempt for 
certain types of reviewing in this country. After a particularly 
inept attempt of a reviewer to deal facetiously with a piece of 
serious scholarship, he remarked, “ You will think me very rude, 
but I call it an example of the stupidity which you cultivate in 
England.” Inadequate published work provoked his ire. “ It 
is a mistake, it is a failure, it is a sin,” was his summary in one 
case, and, finally, with a lapse into the colloquialisms which he 
never quite mastered, ‘‘ He is a bad gent!” 

Nevertheless, his appreciation, when it came, was generous 
and genial. “If Maitland were alive, he would be very glad,” 
was sufficient reward in itself. ‘‘ Nurse well these papers, they 
are worth nursing,” is a farewell that sticks in the memory of a 
student. 

The Maitland Library, established in Oxford in memory of 
the great Cambridge scholar, formed also a tribute to the unique 
work of Vinogradoff, and something of a home for many of his 
pupils. 

To estimate his contribution to Economic History is to essay 
a difficult task. Vinogradoff had both encyclopedic knowledge 
and a sociological outlook. ‘‘ Jurisprudence,’ he remarked in 
beginning his lectures on Roman Law in Medieval Europe, “is 
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a branch of Natural Science.” It is not, perhaps, untrue to say 
that Law was always his predominant interest, but his interest 
in Law was due to his interest in actual conditions, primarily 
of his own countrymen. Law, with all its complex questions of 
status and privilege, throws light upon immediate practical 
problems. Economic conditions, in their turn, are the back- 
ground upon which Law develops, through which Law is moulded 
and changed. Vinogradoff’s chosen definition of Law gives full 
weight to this interaction. It is to him “a set of rules imposed 
and enforced by a Society with regard to the attribution and 
exercise of power over persons and things.”’1 As Vinogradoff’s 
studies touched wider and wider fields, his interest in economic 
conditions strengthened, and he grew more and more ready to stop 
and consider the influence of forest or vineyard, fens and downs 
upon the development of free or servile status, or the final emer- 
gence of small-holders and great landlords. Consequently it is 
hardly possible to disentangle his work in Economic History from 
his treatment of Jurisprudence or the History of Law. Some 
attempt, however, must be made to isolate his work on English 
manorial history, and the medieval Land Law, where his con- 
tribution to Economic History is the most conspicuous. 

His earliest work, Villeinage in England, was projected and 
begun in Russia; it deals with the Manor in the twelfth and 
thirteenth centuries—that is, in the comparatively static periods, 
in the centuries which are best represented by Customaries and 
Chartularies, many of which had been printed in the Rolls 
Series, and were therefore accessible in Russia. But Vinogradoff 
never contented himself with the accessible. His first visit to 
England saw him exploring the resources of the Public Record 
Office to an extent hitherto unknown to any English worker in 
this field. The Cambridge University Library, the British Museum, 
the Bodleian and some private collections furnished further spoil. 

Villeinage in England met with a warm reception, in which 
the most generous voice was Maitland’s. ‘“‘ Essay I is superb,” 
he wrote; “by far the greatest thing done for English legal 
history’; and again, “ You are putting things in a new light, 
that is all: if ‘ the darkness comprehendeth it not,’ that is the 
darkness’ fault.” 

Vinogradoff was greatly interested, not alone in Seebohm’s 
English Village Community, but also in his later work on Celtic 
Custom, and Anglo-Saxon Tribal Law, and Customary Acres, 
although he was very critical of his conclusions. 


1 Common Sense in Law, p. 59. 
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While Maitland modified the conclusions of the pure “ Ger- 
manists,” as much by his psychological insight as by his knowledge 
of continental feudal law, Vinogradoff, with his yet wider know- 
ledge and international sympathies, refused to be content with 
any exclusive view. To him the English manor was the 
result of a confluence, in which Celtic, Roman and Germanic 
elements all combined to form the main stream of English social 
life. This is the text of his second important work on this subject, 
The Growth of the Manor, which takes villeinage back to its origins, 
and brings it again to the end of the thirteenth century. But 
the crucial date in manorial history is 1066, or 1086, just as the 
crucial document in the history of almost any manor is the 
Domesday Book. Vinogradoff therefore set to work again upon 
this most cryptic of all English records, and produced a com- 
prehensive survey of English Society in the Eleventh Century—a 
synthetic commentary upon land, people, and methods of Govern- 
ment and administration. Perhaps the most noteworthy new 
element in this work is his insistence on the importance of a strong 
Scandinavian element in the Dane-Law before the Conquest, 
which might readily be mistaken for Norman influence. 

Vinogradoff’s most masterly excursion into the realms of 
Land Law is, however, to be found in an earlier article on Folk- 
land,! in which in a few pages he settled a perennial dispute, half 
political, of the English historians, by the simple expedient of 
going direct to the sources, without prejudice, and analysing the 
only three mentions of Folk-land available. Many years later 
he returned to the subject of Book-land, and in a paper only too 
little known? he carried on Maitland’s investigations from the 
seventh and eighth centuries to the tenth, and came to the 
conclusion that Book-land just previous to the Norman Conquest 
constituted a flexible and convenient form of transferable 
property in land, the loss of which, under the invasion of feudal 
ideas, was a retrograde step. 

Vinogradoff had little admiration for the Norman Conquest ; 
in the Land Law, in the Marriage Law, and in the development of 
the Manor, he considered that it introduced alien conceptions, 
and substantially hindered the development of a healthy form of 
indigenous society. Indeed, Vinogradoff’s historical influence, 
although he was so ready to consider every contribution to the 
building up of English life, was eminently conservative. Roman 
Law and Celtic custom must have their due, but no more than their 


1 English Historical Review, 1894. 
2 Mélanges Fitting. (Montpellier, 1907-8.) P. 499. 
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due. The scales always came down ultimately on the side of the 
“ Germanist.”” Law to him was essentially custom, and he was 
primarily interested in the Manor as a village community ; every 
bit of evidence of communal action, communal bargains or con- 
tracts, and communal justice roused his keenest sympathy, as 
did every survival of archaic symbolism in manorial custom. 
He never himself worked in detail at the more dynamic period of 
manorial history, the fourteenth and fifteenth centuries, but it 
was in discussing these periods with his Seminar, or with 
individuals, that his keenest interest in economic history displayed 
itself. The process of commutation, the influence of early 
enclosures, questions of wages and the Statutes of Labourers, 
evidence of depopulation, or the reverse, the causes of the 
Peasants’ Revolt—all found in him an eager and illuminating 
critic. The point which he selected as all-important in the 
voluminous evidence of the Winchester Pipe Rolls was the proof 
of a steady increase of capital in the hands of the villeins during 
the fourteenth century. Men who could and did pay Entry 
Fines of £5, £10, and even £20, before 1381 were not likely long to 
bear the burdens of serfdom. Moreover, this widespread accumu- 
lation of capital, immune from foreign wars or attacks, laid the 
foundations, he considered, of England’s wealth even more firmly 
and indissolubly than the progress of the merchant. 

At yet another point Law led him back to Economics; his 
study of the early history of the Law of Contracts, and his interest 
in the “‘ parol agreements ” of the great fairs, to which attention 
was drawn by Maitland, brought him to the development of 
commerce in the fourteenth century, and the growth of the Law 
Merchant, as well as back again to Villeinage. 

In his later years it was perhaps mainly as an editor that 
Vinogradoff displayed his zeal for purely economic history. He 
was convinced of the value of economic records; ‘‘ even the cocks 
and hens may be important,”’ was his warning to a slightly wearied 
student of Ministers’ Accounts. Hence in his series of Social and 
Legal Studies he aimed at linking together in each volume (in a 
somewhat uneasy partnership, it is true) a separate study in each 
field. In this way he produced monographs dealing with Gascony 
and its medieval vineyards; the Abbey of St. Bertin and the 
hospitagii of its reclaimed forest lands; the English monasteries 
on the Eve of Dissolution; the English Poor Law in the seven- 
teenth and eighteenth centuries; the estates of the Bishop of 
Winchester in the fourteenth century; Manorial Structure in 
the Dane-law; the general subject of Medieval Rents and Dues ; 
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the disposition of lands in Northamptonshire in the seventeenth 
century, and, finally, the social and legal effects of the Barons’ 
War. 

In his British Academy series he aimed at publishing on a 
large scale records of Social and Economic History, interpreted 
in a broad sense. He was, perhaps, particularly enthusiastic 
about the Denbigh Cartulary, with its wealth of evidence of Welsh 
manorial custom, which was edited by his own Seminar; or 
Miss Neilson’s edition of the Fleet Terrier, with its valuable 
treatment of the inter-commoning of a fen district. He included 
in the series the records of St. Augustine’s, Canterbury, and a 
great collection of materials relating to the Dane-law; at his 
death he had arranged for three forthcoming volumes—a Kentish 
Estate Account Book of the seventeenth century; the records of 
the Templars’ lands in England, and a collection of materials 
illustrating the legal and economic history of the estates of 
St. Alban’s Abbey. 

The list alone illustrates the range of his interest; the quality 
of that interest was known only to his pupils. His conception 
of Law was emphatically realist; he had little concern with legal 
maxims or treatises, or with legal logic, save as they bore directly 
upon life. Hence he took keen pleasure in tracing through these 
economic materials the reaction of facts upon Law. The dis- 
covery of a document in which a free man in the late thirteenth 
century contracted to become the lord’s villein, not only as 
regarded his holding, but ‘‘ in body and in goods,” and then sealed 
the document with his own seal, drew from Professor Vinogradoft 
a series of delighted chuckles—“ What would old Bracton have 
said?” 

It was this realist outlook that made him so great a teacher ; 
although he surveyed so vast a world, he had always time for the 
cocks and hens. He bore his learning without pedantry and 
without pretension. Although he never used fine words to 
describe his own outlook, it is impossible to look back upon his 
work without calling to mind the description which both he and 
Maitland delighted to quote : 

“When I think thus of the Law, I see a princess, mightier 
than she who once wrought at Bayeux, eternally weaving into 
her web dim figures of the ever-lengthening past—figures too dim 
to be noticed by the idle, too symbolic to be interpreted except by 
her pupils, but to the discerning eye disclosing every painful step, 
and every world-shaking contest by which mankind has worked 
and fought its way from savage isolation to organic social life.”’ 
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Such was Vinogradoff’s belief, and to him the solid warp upon 
which the many-coloured tapestry was woven was the economic 
condition of the people. 

It falls to the lot of few men to be mourned as an irreparable 
loss by scholars throughout the world, and by pupils and disciples, 
men and women, in Russia, in England and in America. The 
second generation of his disciples is taking up his work again in 
Moscow. It behoves universities more happily situated to see 
to it that he has in them also a living monument, even as he 


himself helped to build the monument to Maitland. 
A. E. LEvett 





Proressor LinIAN KNOWLES 


THE announcement of the death, on April 25, 1926, of Professor 
L. C. A. Knowles, at an early age, and after an operation which 
at first promised her complete restoration to health, will cause 
profound regret to all those who had ever come into touch with 
her powerful and enthusiastic personality. Her death marks a 
turning-point in the history of the London School of Economics, 
with which she had been associated almost from its beginning. 
She was amongst the youngest of that generation of teachers 
and writers whose co-operative labours have created the living 
tradition of the institution and built up its reputation as a centre 
of learning. No one, probably, was ever more in touch with its 
constantly changing student body, or more beloved of it; she 
held a unique place among her colleagues, whom she alternately 
roused, exasperated, amused, cajoled and always influenced. It 
will be hard to replace so vivid and strong a personality: so 
flashing and yet tough and painstaking a mind. 

Born in 1870, Miss Tomm, as she then was, went up to Girton 
in 1890, taking the Historical Tripos in 1893 and Part I of the 
Law Tripos a year later, being placed in the First Olass in both 
examinations. On going down, she read law for some time in 
Sir Frederick Pollock’s chambers, and began her association with 
the London School of Economics in 1896, when she was made a 
Research Scholar. For a time she taught at University College 
School, under the Headmasterships of Dr. Paton and Dr. Spenser. 
In February 1904 she was made “ Appointed Teacher” in 
Economic History in the University of London. A Readership 
in the same subject followed in December 1907, and she became 
Professor in July 1921. She was Dean of the Faculty of Economics 
and Political Science—an honour she greatly appreciated— 
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between 1920 and 1924. She was a member of the Depart- 
mental Committee on the Cost of Living of the Working Classes 
in 1918, and served as a member of the Royal Commission on 
the Income Tax in 1919. She became a member of the Council 
of the Royal Economic Society in 1912: a compliment to herself 
and to her sex which she enjoyed, though, to be frank, she cared 
little for economic theory. In 1906 she obtained the degree of 
Litt.D. from Trinity College, Dublin, and when Cambridge 
degrees were made available to women, took the M.A. and LL.M. 
degrees, unconcerned by the thought that some of her younger 
women colleagues regarded this step as the acceptance of an 
unholy compromise with which she, as a leader among University 
women, should have had nothing to do. She married in August 
1904 Mr. C. M. Knowles of the Home Office, who had been a 
student of hers. Her husband and her only son survive her. 

The main intellectual influence in her life was the late Arch- 
deacon Cunningham. With him, and for him, she worked on 
the later editions of the Growth of English Industry and Commerce, 
and his generous appreciation of her assistance will be found 
expressed in his Preface, dated August 1903, to Part I of the 
section dealing with ‘‘ Modern Times.” Successive generations 
of her students will recall her vivid appreciations of Cunningham, 
not only as teacher and historian, but as a devoted and self- 
sacrificing parish priest. But if from Cunningham, and more 
remotely from Schmoller, she learnt the lesson of constant and 
unremitting toil and the patient study of original authorities, she 
added something, and that not a little, of herown. She possessed, 
to a much fuller extent than her master, the power of imaginative 
generalisation. Great as her knowledge of the detail of modern 
economic history was, it was subordinated, in her mind and in her 
presentation of the subject, to certain leading ideas, which added 
greatly to her power of influencing her students and of giving 
them a grasp of the significance of history. 

As a teacher, and especially as a lecturer, she was superb. 
Teaching and lecturing gave full scope to the dramatic powers of 
her nature, and these, combined with utter absence of self- 
consciousness, her wit, her mastery of the subject and complete 
conviction of the rightness of her standpoint, her vitality and her 
physical presence, enabled her completely to dominate her 
audience. Academic calm and the cool weighing of issues would 
be sacrificed, unhesitatingly, to some phrase which would fire 
her hearers. 

“Horror and scorn and hate and fear and indignation,’ the 
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whole range of human emotion, would be touched by a master’s 
hand. Such powers as hers could easily have been abused : 
this, at least, is true of her, that whilst she did not pretend to be 
impartial, she would state the other side as sympathetically as 
she could, and would leave it to colleagues of another way of 
thinking to correct the. deficiencies of her presentation. So, 
Imperialist and Protectionist as she was, with a fine contempt for 
economic theory and the subtleties of politic debate, she yet won 
the devoted respect of students who usually did not agree with 
her, and the admiration of colleagues who were occasionally, at 
any rate, the object of her scorn. 

That this was so was due to the circumstance that she was 
greater than her theories. She was, to begin with, passionately 
devoted to the interests of her students, and no differences of 
political opinion, of race, of colour, or of religion (and on all these 
matters she held strong opinions not always tactfully expressed) 
stood for one moment in the way when it was a question of helping 
them in their work or in their careers. A strong character 
herself, she was, secondly, an admirable judge of character in 
others. She could weigh, accurately and fairly, temperaments and 
intellects with which, emotionally, she had nothing in common. 
Lastly, she identified herself, heart and soul, with the institution 
in which she played so outstanding a part. She backed her 
views, her subject, her students and her college with equal 
passion, humour and impetuosity, and would stick at nothing, 
from blandly deceiving a heresy-hunting female during the War, 
to fighting an unsympathetic Chairman of a Board of Studies, if 
she thought that the interests of ‘‘ the School” demanded it. 

With the exception of an early work? in a field which could 
not have been very congenial to her, her publications, apart from 
occasional articles and reviews and her contributions to the “ Big 
Cunningham,” as she delighted to call it, dated from recent years. 
This is not surprising. A heavy round of morning and evening 
lectures, the care of many research students, long terms, incessant 
examinations and the necessity of accumulating raw materials 
for lectures on themes the scope and literature of which were 
rapidly expanding, made up her busy professional life. It was 
the necessity of providing textbooks in connection with the 
establishment of the new London Commerce degree which 
ultimately resulted in the writing, in rapid succession, of the 


1 The Referendum in Switzerland. Translated from the French of Simon 
Deploige by C. P. Trevelyan and edited by Lilian Tomm. London: 1898. P. 5S. 
King & Son. 
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Industrial and Commercial Revolutions in Great Britain during 
the Nineteenth Century (1921) and the Economic Development of 
the British Overseas. Empire (1924). Competent pens have already 
discussed these works in the pages of this JoURNAL,! and nothing 
in the way of critical comment will be attempted here. It is at 
least clear that these two books broke new ground and revealed 
the author’s power of generalisation and her learning. But to 
those who knew her these books will also be a lasting memorial 
of their writer, for almost every page will serve to recall to them 
her very turn of phrase, her characteristic outlook on life, her 


philosophy, her passions and her prejudices. 
T. E. G. 





CHARLES HUBERT OLDHAM 


TueE study of political economy in Ireland has suffered a 
heavy loss by the death of Professor Oldham, which took place 
rather suddenly on the 20th of February. Charles Hubert Oldham 
was born in Dublin in 1859. Entering Trinity College in 1879, 
he graduated with great distinction in 1883, obtaining senior 
moderatorship and gold medal in Mathematics and Mathematical 
Physics, and also senior moderatorship and large gold medal in 
Experimental Physics and Chemistry. He was called to the Bar 
in 1890 and practised for five years. In 1895 he was appointed 
Barrington Lecturer in Political Economy, a post which he held 
for six years. In 1901 he was appointed principal of the Rath- 
mines School of Commerce, and, on the foundation of the National 
University in 1909, he became professor of Commerce in University 
College, Dublin. On the death of the late Professor Kettle in 
1917 he was transferred to the chair of National Economics, which 
he held till his death. 

Oldham’s writings, which were mostly on Irish subjects, 
would, if collected, form a large volume. He was a constant 
contributor to the Journal of the Statistical Society of Ireland and 
the Journal of the Institute of Bankers in Ireland. He devoted 
particular attention to Irish public finance, and at the Portsmouth 
meeting of the British Association in September 1911, he read a 
paper in Section F on the Public Finances of Ireland which 
attracted a good deal of notice. The Congress called by the Royal 
Economic Society in 1912 to consider the financial relations 
between Great Britain and Ireland was opened by a paper by 
Oldham. Other studies on Irish economic subjects appeared in 

1 Economic JOURNAL, XXXI. p. 229; XXXV. p. 113. 
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The Economist, the Oxford Survey of the British Empire, and in 
Thom’s Directory of the Manufacturers and Shippers of Ireland. 


- His contributions to this JouRNAL included articles on Industrial 


Ireland under Free Trade (Vol. XXVII. p. 197) and The Public 
Finances of Ireland (Vol. XXX. p. 61). 

Oldham was a most painstaking and indefatigable worker. 
Nothing was a trouble to him where his students were concerned, 
and his lectures represented the result of much personal investiga- 
tion and research. For many years he was a very active member 
of the Dublin Statistical Society, of which he was elected vice- 
president in 1908 and president in 1925. His death will be keenly 
felt by his colleagues and students as well as by a large circle of 


other friends. 
GEORGE O’ BRIEN 





CURRENT Topics 


Tue Council of the Royal Economic Society have appointed 
D. H. Macgregor, Drummond Professor of Political Economy in 
the University of Oxford, to be Joint Editor of the Economic 
JOURNAL in succession to the late Professor Edgeworth. 





WE announce with much regret the deaths of two of the 
most eminent economists of the older generation—Professor 
G. F. Knapp and Professor Knut Wicksell, both of them in ripe 
old age. We hope to publish some further account of each of 
them in the next issue of the JouRNAL. 





Tue following have been elected to membership of the Royal 
Economic Society :— 


Abraham, J.S. B. Cossar, J. Holliday, W. B. 
Adams, A. A. Davies, I. W. Holroyd, G. H. 
Aggarwal, K. D. Dennis, A. S. Ibbotson, A. E. 
Amery, G. D., M.C. Donavour-Hickie, L. Johnson, G. F. 
Anderson, B. R. Droulias, C. A. Jones, G. T. 
Bennison, J. J. Duncan, J. F. Joyce, C. A. 
Bhalla, R. L. Fisher, Dr. A. G. B. Kintzley, C. Scott. 
Bickley, J. H. Gandhi, M. P. McFadyen, W. E. 
Browitt, Rev. C.C. Graham, The Rt. Metcalf, H. E. 
Bull, Miss A. F. Hon. W., M.P. Morris, E. J. 
Clayton, H. R. Guy, W. T. Narasimhan, D. 
Cole, Prof. A. H. Hirst, I. H. Neill, J. L. 
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O’Brien, Dr. G. Rugless, J. A. Southworth, J. 
Peat, H. Saunders, A. Stock, M. 
Plummer, W. T. Scotland, J. Tripp, H. P. 
Ramaswami, M.S. Sen, Prof. ManiM. Tweedy, I. M. 
Rau, B. R. Sengupta, J. Waghray, H. L. 
Riddington, C.R. Sengupta, S. Whitehead, H. G. 
Riley, D. W. Sheppard, C. L. Williams, A. V. 
Robinson, F. H. Singh, Chain. 

Rogers, E. Sokkar, M. A. 

The following have compounded for life membership :— 
Kiong, C. I. Rao, T. Ramachandra. 
Kirton, W. P. Rau, B. Ramachandra. 
Mills, Prof. R. C. Sen, Prof. Mani Mohan. 
Morris, W. H. Singh, Chain. 

Ogilvie, Prof. F. W. Stock, Mario. 
Pearsall, C. W. Watt, Rev. L. S. J. 


Pearson, C. R. 


The following have been admitted to library membership :— 
Manchester Public Libraries; Pomona College, California; St. 
Andrew’s University, Fife; Universitetets Statistiske Labora- 
torium, Copenhagen; University College of Southampton. 

We record with regret the deaths of the following Fellows of 
the Society :— 

Proiessor Lilian Knowles (elected 1912). 
Professor C. H. Oldham i, 
Sir John Rotton, LL.D., K.C. ( ,, 1890). 





THEKE has recently been founded a new Economic History 
Society, the objects of which are (a) the promotion of the study 
and teaching of Economic History, and in particular (b) the issue, 
not less often than once a year, and if possible at shorter intervals, 
of an Economic History Review. (c) The establishment, by 
conferences and by such other means as may be deemed expedient, 
of closer relations between students and teachers of economic 
history. (d) The representation of the interests of economic 
history, and the statement, when desirable, of the needs of its 
teachers, to the governing bodies of educational institutions. 
(e) Co-operation with other organisations having kindred pur- 
poses, such as the Royal Historical Society, the Historical 
Association and the Royal Economic Society. All persons 
interested in the study and teaching of economic history are 
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eligible for membership and the annual subscription is 10s. 6d., 
payment of which entitles a member to receive one copy of the 
Economic History Review per year. Officers of the Society, as 
provisionally constituted, are Sir William Ashley (President), 
Professor W. R. Scott (Vice-President), Dr. Eileen Power and 
Dr. F. W. Tickner (Hon. Secretaries), Mr. J. A. White (Hon. 
Treasurer), and the Council will include Professors Gras, Stenton, 
Ogilvy and Rees, and Messrs. Daniels, Lipson, Vere Laurence 
and Tawney. 

The Economic History Review will be under the editorship of 
Mr. E. Lipson and Mr. R. H. Tawney, assisted by an editorial 
council. The general aim of the Review will be threefold: to 
provide a medium for the publication of articles on economic 
history; to supply a critical account of the more important 
literature of the subject in different countries by means of 
bibliographical studies of different periods and movements, as 
well as by reviews and review-articles; and to serve as an organ 
through which the teachers and students of economic history can 
maintain relations with each other and discuss their common 
problems. Contributions from foreign scholars will be welcomed, 
and it is hoped to keep in touch with the work done abroad by 
means of corresponding members in different countries. 

Those interested are asked to communicate with either of the 
Hon. Secretaries, Dr. Power, London School of Economics, 
Houghton St., Aldwych, W.C.2, or Dr. F. W. Tickner, Coopers’ 
Company School, Tredegar Square, E.3, or with the Hon. 
Treasurer, Mr. J. A. White, 43 Dora Road, S.W. 19, to whom 
subscriptions may be sent. 





THE growing interest in the study of the economics of the 
agricultural industry has now led to the organisation of a society 
by those engaged in this work, for the promotion of mutual 
interests. Zhe Agricultural Economic Society has as its object 
the encouragement of the study and teaching of history, statistics 
and sociology in relation to the agricultural industry and 
agricultural communities. The first General Meeting of the 
Society was held at Oxford on March 24, 1926. Particulars of 
membership can be obtained from the Hon. Secretary, Mr. 8. J. 
Upfold, Agricultural Economics Research Institute, Parks Road, 


Oxford. 
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Ovr Dutch Correspondent writes :— 

“On March 8, 1926, after a crisis of nearly four months, a 
new Cabinet was formed by Jonkheer de Geer, Minister of the 
Interior and Agriculture in the outgoing Cabinet, who has now 
taken over the department of Finance. The significance of the 
former Cabinet, formed in August 1925, lies in the person of 
its Prime Minister, H. Colijn, who had been Finance Minister 
since 1923. Under his administration the budget has been 
balanced. While the budget of 1922 still showed a deficit of 
more than FI. 100 millions of ordinary expenditure, provision 
has been made for a surplus of Fl. 10 millions in 1926. 

“On April 29, 1925, at the same time as Great Britain, 
Australia, New Zealand and the Dutch East Indies, the Nether- 
lands returned to the gold standard as limited by the declaration 
of the Netherlands Bank of 1903.4 On November 17, 1925, 
the Netherlands Bank began to exchange its notes to a limited 
amount for gold coins of Fl. 10. The President of the Bank 
declared that this was done to demonstrate the desire of the 
Bank to apply the gold standard as effectively as possible, but 
that at the same time the Netherlands Bank could not yet under- 
take to exchange its notes without restrictions of any kind: it 
must be able to refuse gold in the event of undesirable influences 
being at work. 

“The policy of the Netherlands Bank towards acceptances 
arising out of foreign transactions shows the following develop- 
ment: During the war the Netherlands Bank at first refused 
to discount these bills at all, unless it could be proved that the 
underlying transaction served directly a Dutch interest. Later 
it adopted the negative standpoint that the underlying trans- 
action must not injure a Dutch interest. In the meantime 
acceptances and endorsements of the so-called ‘ acceptance banks ’ 
(banks which in 1923—4 were established in Amsterdam by Dutch 
banks in collaboration with American, English, Swedish, Swiss 
and German banks for the special purpose of international accept- 
ing and banking business) were admitted. The latest develop- 
ment is that acceptances of foreign houses in Amsterdam have 
been admitted to re-discount under certain conditions. This 
measure is of special importance for the German banks established 
in Amsterdam during recent years. The diminution of the differ- 

1 “The Managing Directors of the Netherlands Bank undertake in relation 
to the Government to maintain and to continue the gold policy so far followed 
by them, #.e. to furnish, if the exchanges rise above the gold parities, gold for 


export at the price of Fl. 1653-44 per kilogram fine for bullion, and at a corre- 
sponding price for gold coins, as long as the Netherlands Bank is able to do so ” 
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ence between the money rates in Amsterdam and Berlin during 
the last few months has, however, decreased its importance. 

“‘ On November 26, 1925, a commercial treaty between Holland 
and Germany was signed. This treaty extends the most-favoured- 
nation treatment granted to Holland in 1851, and prolongs—at 
a lower rate of interest (54 per cent.)—the revolving credit, 
accorded in 1920, from 1930 to 1987.” 





Pror. G. W. J. Brurns has been succeeded in the Commercial 
University of Rotterdam, on hig appointment as Commissioner 
of the Reichsbank under the Experts’ Plan, by Dr. G. M. Verrijn 
Stuart. 








RECENT PERIODICALS AND NEW BOOKS 


Journal of the Royal Statistical Society. 


Vol. LXXXIX. PartI. Nonsense Correlations : a Study in Sampling, 
and the Nature of Time Series. G. Upny Yue. Distribution of 
Employment in the Wool Textile Industry of the West Riding of 
Yorkshire. A. N. Suimmin. The International Statistical 
Institute. Str H. Rew. 





Economica. 


Marcu, 1926. The Beginnings of Banking in North Wales. A. H. 
Dopp. The Dynamics of Capitalism. L. Ropsins. A criticism 
of certain uses of the idea of monopoly, especially its identification 
with scarcity. Juvenile Employment in West Ham. P. Roker 
and H.C. Scorr. The Factory System of the Nineteenth Century. 
W. H. Horr. 


The Quarterly Review. 


JANUARY, 1926. Profit-sharing and Employees. W.H. Hazety. On 
the ground that “ one volunteer is worth several pressed men,” 
profit-sharing may be industrially advantageous to all. Labour 
risks are such that workmen should not share losses. The author 
is of opinion that the scope for such methods is greatest in concerns 
where the cost of labour is relatively great, since the improve- 
ments to be expected will then be more important; but are these 
not the cases where a percentage of the profit, when shared, 
amounts to least per employee? The investment, or co-partnery, 
method of applying the workers’ share is made subject to certain 
restrictions; to meet the usual criticism on this point, he would 
be willing always to issue shares at par, and give ordinary voting 
rights. 


The Round Table. 


Marcu, 1926. The Control of Public Expenditure. Parliamentary 
control is a failure, under the present system of accounts, which is 
‘“‘a mere cash-book comparing the year’s payments with the 
grants.” The House of Commons is not qualified to deal with 
estimates as now rendered, while “ audit is essentially post-mortem, 
and the work of that Committee comes two years in arrear.” 
Treasury Control and “ broad axe ” inquiries are also defective. 
It is therefore necessary to recast the estimates and accounts on 
business lines, the expense to be shown in relation to the particular 
service obtained. 


The Edinburgh Review. 


JANUARY, 1926. Public Accountancy. Lt.-Cox. Sir J. Keane, D.S.0. 
A vigorous defence of the new methods of accounting employed 
in the Army Estimates, and protest against reversion to the old. 
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Accounts worthy of the name must be departmentalised, or 
“conform to the orbits of personal responsibility.”” This principle 
is violated in classification by votes, instead of by spheres of 
responsibility. The old method serves only one purpose, that of 
fidelity; the proper accounting method should enable adminis- 
trative competence to be judged. Local Government Problems. 
W. R. Barker, C.B. 


American Economic Review. 


Marcu, 1926. Economics and War. Auttyn A. Youna. A plea 
against the treatment of individual trade in the international 
sphere under metaphors of war, by “a modern animism which 
imputes malign intent to personified nations’; and in favour of 
wider international agreements. A note on Elasticity of the 
Currency. M.D. ANDERSON. Cassel’s Theory of Pricing. A. B. 
Wo tre. Consumer's Surplus. J. Mayer. The phrase is held 
to be “ absolutely meaningless.” 


Quarterly Journal of Economics (Harvard). 


FeBRuARY, 1926. Toward an understanding of the metropolis. R. M. 
Hatc. A study of the economic and non-economic factors in the 
development of cities. Trade Union Policy. G. E. Barnett. 
Industrial Invention: Heroic or Systematic? R. C. Epstein. 
Farm Cost Investigations in the U.S. M. K. Bennett. Current 
Literature on Valuation. J. C. Bonsricur. 


Journal of Political Economy (Chicago). 


FEBRUARY, 1926. The Task of the English Coal Commission. A. HEWES. 
Railroad Abandonments and Additions. H.R. TrumBowEr. The 
operation of the Transportation Act- of 1920. Certificates of 
public convenience and necessity may require the total or partial 
abandonment of a line. Insufficient traffic, excessive railway 
competition, or alternative forms of traffic are examples of grounds 
of action. A similar certificate is required for new railroads or 
extensions. Manufacturer and Artisan, 1790-1840. H. A. 
WoostTER. 


Annals of the American Academy of Political and Social Science 
(Philadelphia). 
Marcu, 1926. Legal Aid Work. ‘ An analysis and discussion of the 
various agencies developed in the U.S. for the purpose of securing 
legal aid to poor persons.”’ 


Review of Economic Statistics (Harvard). 


Vol. VIII., No. 1. Analysis of Changes in the New York Money 
Market. Money Rates and Security Prices. The long-run trend 
of the Building Industry. Review of 1925. 


Bulletin of the U.S. Bureau of Labour Statistics (Washington). 


No. 369. The Use of Cost of Living Figures in Wage Adjustments. 

Nos. 370 and 391. Labour Laws of the U.S. and Decisions of Courts 
relating thereto. 

No. 393. Trade Agreements, 1923 and 1924. 
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No. 394. Wages and Hours of Labour in Metalliferous Mines, 1924. 
No. 396. Retail Prices, 1890-1924. 
No. 397. Building Rents in the Principal Cities of the U.S. in 1924. 


Monthly Labour Review (Washington). 


DECEMBER, 1925. The Present Status of Minimum Wage Regulation. 

JANUARY, 1926. Are Average Wages keeping pace with the Cost of 
Living ? 

FreBRuARY, 1926. Unemployment in Foreign Countries. 

Marcu, 1926. The Trade Union Movement in Germany. 


Journal des Economistes (Paris). 


Fresruary, 1926. A propos du rapport de la Banque de France. Yvzs- 
Guyot. Les dettes interalliées.. By X. It is maintained that the 
settlement with Italy is not in relation to the demands upon 
France. Equivalence would require from France to Britain a 
sum rising after seven years to five millions sterling. There are 
still too many illusions as to European security, and the part to 
be played by France. 

Marcu, 1926. Réflexions sur la situation financiére. Yves-Guyor. 
L’ Evolution de la crise économique allemande. By X. Du caractére 
des opérations de banque dans les principaux pays Européens. P. 
GAUBONE. 


Revue d’Economie Politique (Paris). 


JANUARY-FEBRUARY, 1926. La loi de la demande individuelle et la 
rent de consommateur. UMBERTO Ricct. La situation économique 
en Allemagne. M. Grinpera. L’indice monétaire et la théorie de 
la monnaie. F. Drvista. L’or du Transvaal. L. Baupin. 


Giornale degli Economisti (Milan). 


JaNuARY, 1926. La crisi della “ stabilizzazione monetaria.” C. 
BRESCIANI-TURRONI. The nature of the problem of stabilisation, 
with some special reference to German experience. Stabilisation 
is not so much the consequence, as the necessary condition, of 
improvement in the economic position. But it is not entirely a 
monetary fact; it implies also an economic deflation of costs, 
capitalisations, unproductive works, etc. It has, like inflation, 
some general features, but many that are peculiar to each national 
economy. Le teoria della moneta e del valore in Aristotele. G. 
MAJORANA. 

Fes.-Marcu, 1926. L’Offerta del Risparmio. UMBERTO Riccr. A 
diagrammatic and mathematical investigation. 


Metron (Padua). 


Vol. V., No. 2. On Sampling. E. C. Ruoprs. The Growth of 
Population in England and Wales. M. GREENWoop. “ It is not 
probable that the immediate trend of population will lead to any 
very striking modification of productive power within the next 
twenty years.” Opinions may differ as to whether the population 
as a whole is biologically more vigorous to-day than in 1883. 
It is probable that the death-rate will rise. Life Tables of the City 
of Leningrad. S. Novossexski and V. Parvski. Height and 
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Weight of School Children in an English Industrial Area. W. R. 
Dunstan. Rural and industrial results are compared. 


La Riforma Sociale (Turin). 


JANUARY-—FEBRUARY, 1926. La Riforma del metodo di tassazione della 
societa per azioni. Pror. L. Ernaupt. J Memoriali di Alfredo 
Marshall. Pror. A. Lorta. “Figlio delle proprie opere, 
prodotto di un connubio fecondo fra l’intelligenza nativa e la 
inflessibile tenacia, Alfredo Marshall rimane la personificazione 
pit luminosa e riuscita del sacerdote laico, o dell’ asceta del 
sapere.” 

Marcu—Aprin, 1926. Rivalutazione e stabilizzazione della lira. C. 
RossELLI. 


e Scientia (Milan). 


Marca, 1926. La portée et les effets de la nouvelle politique américaine 
d’immigration. By ceasing to act as a “new ” country, the U.S. 
creates a grave problem for some European nations. 


Zeitschrift fiir die Gestmte Staatswissenschaft (Tiibingen). 


1925-6, No. 3. Kartelle und Rechtsordnung. Dr. G. Lucas. An 
account of the influences leading to the post-war growth of the Kar- 
tells, and of the working of the Decree of 1923, which established 
the Kartell Tribunal, to prevent “‘ the abuse of economic power.” 
The important clauses of the Decree are discussed in detail. The 
author is President of the Imperial Economic Council. Die 
T schechoslowakische Bodenreform. Dr. C. WORLICZEK. 


Archiv fiir Socialwissenschaft und Socialpolitik (Tibingen). 


JANUARY, 1926. Konjunkturtheorie und Konjunkturstatistik. Dr. E. 
ALTSCHUL, Berlin. An account of the investigation of economic 
conjunctures, and of the methods applied in America and Germany. 
The relative values of empirical statistical comparisons, and of the 
mathematical analysis of correlations, with special reference to 
the work of the Harvard Institute. Mathematical methods are 
required for the solution of the problems empirically indicated by 
statistics. Die Bekdimpfung der Wohnungsnot in Grossbritannien. 
Dr. F. Heyer, Consul at Glasgow. The results of the post-war 
housing policy in Britain. The middle classes are being driven by 
the cost of living into smaller houses, so that the working classes 
in turn have to be content with old houses, and the clearance of 
slums is impeded. 

Aprit, 1926. Das Prinzip des Kleinsten Mittels in der Wirtschaft. 
Pror. W. VERSHOFEN. 


Zeitschrift fiir Volkswirtschaft und Sozialpolitik (Vienna). 


Vol. V. Parts 4-6. Wirtschaftspolitik und natiirliche Relation zwischen 
Innen- und Aussenwert des Geldes. Dr. E. Luxas. Vilfredo 
Pareto, seine Bedeutung fiir die dsterreichische Schule. Dr. G. H. 
Bousquet. An appreciation of Pareto’s relation to Walras 
in particular. “ Pareto was the Walras of Sociology.” Die 
Wdahrungspolitik der Vereinigten Staaten. Dr. F. A. HAYEK. 
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Weltwirtschaftliches Archiv (Jena). 


Aprin, 1926. Der Begriff der Weltwirtschaft. Dr. B. Harms. Wirt- 
schaft und Geopolitik. Dr. W. Vocrr. Die Bedeutung der 
iiberseeischen Méarkte fur Europa. Dr. A. Frarnxku. Der 
Europdische Zollverein. Dr. E. HANTos. 


De Economist (Rotterdam). 


FeBruary, 1926. Rent and the General Theory of Value. (In Dutch.) 
Pror.W.C. Mees. LEuropaische Sanierung durch den Europaischen 
Zusammenschluss ? Mittel-Europa und Pan-Europa. Dr. 
Jutius WoLr. 

Marcu, 1926. The Trade Cycle. R.G. Hawtrey. The fundamental 
relation of bank credits to the cycle. ‘“ The too ready acceptance 
of reserve proportions as the guide to credit policy was the real 
cause of the trade cycle before the war.’ American experiente 
shows that expansion can be checked in time in a single country ; 
there is no reason why this remedy should not be more generally 
applied by international co-operation. 

Aprin, 1926. De Internationale Geldmarkt. T. GREIDANUS. 


L’Economiste Roumain (Bucarest). 


Fresruary, 1926. Le Crédit Industriel en Roumanie. Dr. G. NETTA. 
An account of the industrial credit bank, which is now able to 
grant credits for long periods on terms not formerly possible to 
the commercial banks. 


Ekonomiska Samfundets Tidskrift (Helsingfors). 


New Series, No. 6. Some Questions of Banking Policy. A. Mont- 
GoMERY. External Stabilisation of Finnish Currency, its Assump- 
tions and Realisation. H.ScuyBercason. Municipal Budgets and 
Rates. G. EstLanpER. (In Swedish.) 


International Labour Review (Geneva). 


Frsruary, 1926. The Frankfurt Academy of Labour and the Problem 
of Workers’ Education. Dr. E. Micnen. The Results of the 
Adoption of the Eight-hours Day. The effects upon the “ human 
factor’ in production. The International Trade Union Move- 
ment. The problem of organisation. 

Marcu, 1926. The Influence of Machinery on Agricultural Conditions 
in North America. W. A. RippELt. The New Wage Act in 
South Africa. Pre-Apprenticeship and Vocational Guidance in 
France. 

AprIL, 1926. The American Labour Movement and Scientific Manage- 
ment. 


Ekonomisk Tidskrift (Uppsala). 
1925, No. 6-7. Statistical Notes. 


v, 
1925, No. 8-9. The Taxation of the Nobel Institute. Davin Davipson. 
Is the Nobel Institute liable to pay income tax or not? The 
Value of Money and Protection. SvEN Brisman. A rejoinder to 
Professor Heckscher’s remarks on Professor Brisman’s criticism 
of the Final Report of the Tariff Commission. What causes a rise 
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of prices, when import duties are imposed? Will it come about 
directly, or is a disturbance in the balance of payments necessary 
that leads either to gold imports or to an excess of foreign bills, 
which are bought by the banks? Brisman argues that the price 
level will rise at once, and that this is made possible through an 
increase in the velocity of money or by an extension of bank credit. 
The latter two elements on “the money side”’ adjust themselves 
to the new situation automatically, so a disturbance in the balance 
of payments is not necessary, although it may occur. Temporarily, 
the changes in the general price level and in the elements on the 
money side go together, but from the point of view of causation the 
change in the price level should be given a primary position. 
Thus, the price level is an independent factor in Fisher’s equation 
of exchange. It is not justifiable to say that a variation in the 
price level is always caused by variations in the other elements in 
the equation. The Danish exchange revolution last year is used 
as an illustration. Here speculation led to a fall in the foreign 
exchanges and to a reduction of import and export prices; the 
velocity of money was reduced as a result thereof, and later the 
quantity of money fell, too. The Level of Wages in Sweden. 
Goésta Baaer. (An address read to the Economic Society, 
Stockholm, followed by discussion.) The development of wages 
and prices since 1914 is analysed. In 1923 workers in manu- 
facturing industries received wages per hour that were 150 per cent. 
above the pre-war level, whereas the prices of the products of 
these industries were only 75 per cent. above the level in 1913. 
Thus, real wages per hour were almost 50 per cent. higher than in 
1913, but owing to the eight-hours day and the temporary 
unemployment yearly real wages only exceeded those of 1913 by 
something like 15 per cent. How can this enormous increase in 
the price of one hour of labour be maintained without causing an 
extraordinary unemployment? A simple explanation is that the 
efficiency of production has increased in the same proportion. 
This, however, is contrary to fact, as the volume of production in 
manufacturing industries in 1923 was not greater than in 1913; 
nor was production in agriculture larger than before the war. On 
the other hand, statistics about taxation seem to show an increase 
in the Swedish real national income by 17 per cent. This increase 
is partly due to more advantageous terms of exchange in inter- 
national trade. Swedish export prices have risen much more 
than import prices. What has happened to the supply of factors 
of production? The number of working people in Sweden has 
increased by about 100,000, but the working day is almost 15 per 
cent. shorter. Savings seem to be a little smaller than before the 
war. About changes in the technical organisation little definite 
is known, but the general impression is that there has been some 
progress. In so far as a conclusion can be drawn, it seems to be, 
that the supply of factors has changed in such a way as to reduce 
the wage level and increase the income that goes to capital. But 
the contrary has happened. To understand the development one 
must remember that real wages were lower during the war than 
before, and that the fall in the costs of living after the war has 
been more pronounced than the reduction in money wages. ‘s Thus, 
it seems clear that the inability of wages to follow sufficiently the 
price movement goes some way towards explaining the present 
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situation. Another important factor is that the construction of 
fixed capital for productive purposes was enormous during the 
war, but is at present very small. Instead, more consumption 
goods are produced ; in fact, a part of the new savings only lead 
to increased consumption by the working classes. Third, the 
superfluity of fixed capital makes it possible to maintain 
abnormally high wages, for although there is in many cases little or 
no reward to the owners of that capital, and consequently little new 
construction, yet there is a sufficient supply of it for some time to 
come. A very significant circumstance is the reduction in real 
wages in agriculture, which is the outcome of the abnormally low 
prices on agricultural products in 1922-23. Cheap food means 
high real wages in manufacturing industries. Professor Bagge 
concludes that the position in 1923 was abnormally advantageous 
for the workers in manufacturing industries. 


1925, No. 10-11. The Exchange Problem in the Scandinavian Countries. 
Knut WIcKSELL. The common theory has it that an abnormal 
scarcity of goods, similar to the war-time scarcity, can only cause 
a proportional rise in the general price level. A reduction in the 
supply by 10 per cent. should only raise prices by 11 per cent. 
If prices rise more, the causes must be on “the money side” ; 
(compare Cassel : Money and Foreign Exchange after 1914). This 
doctrine rests on a false, or, at least, ambiguous concept of 
“ purchasing power.” If a reduction in the supply of commodities 
calls forth a more than proportional rise in corresponding prices, 
then it increases at the same time, eo ipso, the total purchasing 
power. The demand for goods springs from other goods (J. B. 
Say). Of course, the quantity of means of payment has to be 
increased, unless the habits of payment change. The latter may 
very well happen. As a difficult and radical change in our habits 
of consumption is necessary, it is not improbable that the habits of 
payment can be changed too. If the banks increase the quantity 
of money it is only to make such a change unnecessary; they do 
not thereby cause a rise in the price level. If this hypothesis is 
correct, Wicksell adds, then practical business people were right in 
attributing to the scarce supply of goods during the war a greater 
share in the responsibility for the rise in the general price level than 
did the economists. The rise in the Swedish price level was due 
to three causes: (1) the inflation in the gold standard countries ; 
(2) the increased freight rates from America; (3) the restriction 
on Swedish imports. Cassel is criticised for inconsistency. The 
discount policy of the Federal Reserve Board cannot explain the 
violent deflation in 1920. Here, too, factors on the “ commodity 
side ”’ have been more potent than has been assumed. The fall 
and rise in the Danish and Norwegian crowns is discussed. The 
Economic Importance of Short-time Credits. Erik LINDAHL. 
Short-time credits reduce the need for cash reserves and, thereby, 
the central banks’ gain from the note issue. On the other hand, 
every enterprise saves more or less of its interest expenditure. In 
the absence of short-time credits, production in industries that 
would need great cash reserves (e.g. certain seasonal industries) 
would be unnecessarily expensive, and thus the direction of 
production changed in a way not justified by the real costs of 
production. The effect would be similar to that of a tax on 
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production in certain industries. The relative price of the factors 
of production would be changed, probably to the disadvantage of 
land. A practical conclusion can be drawn: a free money market, 
i.e. a market for short-time capital, is a great advantage; it should 
be organised in Sweden as soon as possible. The Definitive Organ- 
isation of the World’s Monetary System. Knut WicksELL. (An 
address read to the Economic Society, Stockholm. With discussion 
by Heckscher, Rydbeck and other.) Many practical problems are 
still unsolved, in spite of the general tendency to return to the gold 
standard. To pay interest on the public debt in pounds sterling 
that are worth twice as much as the pounds that were originally 
lent to the State is a kind of generosity or stupidity that will 
probably not last for ever. On the surface advocates of the gold 
standard have been victorious over the small number of fantastic 
theorists (e.g. Wicksell himself) that have fought for the regulated 
paper standard. But, if the value of gold is regulated, as is 
recommended in the Genoa resolutions, then the latter have won 
something essential. The great practical problem of to-day is 
how this regulation can best be carried out. To stabilise the value 
of gold directly through affecting the demand or supply of gold is 
probably impossible. The laws and customs that regulate the 
gold reserves in the central banks cannot be incessantly changed, 
now in one, now in the other direction. The possiblity remains 
of stabilising the price level directly; stabilisation of the value of 
gold then follows. Before proceeding, Fisher’s plan of stabilising 
the dollar is criticised. If all countries adopted it, the only outcome 
would be changes in the value of gold and an insignificant check on 
fluctuations in the price level. The aim must be to stabilise the 
price level in spite of the convertibility of the notes, 7.e. to maintain 
a world price index as constant as possible. This assumes that 
the credit policy of the central banks in different countries should 
be to some extent uniform and regulated with that end in view, 
a standpoint which is implied in the Genoa resolutions. That is 
the same policy as has been advocated by Wicksell himself con- 
sistently since 1898. (Compare Geldzins und Giiterpreise, 1898, 
and several papers in Swedish and German periodicals, and 
Vorlesungen II, 1922, Fischer, Jena.) The usual stipulations 
about a certain proportion between notes and gold reserves 
should be given up, as they might prove a hindrance to an 
elastic policy. A certain agreement about the distribution of 
the world’s gold supply would perhaps be necessary. The danger 
would be that no central bank would want a considerable quantity 
of gold. Cassel’s reasoning about the relation between gold supply 
and price levels is criticised. A principal difficulty in making 
such comparisons arises from the fact that, although wholesale 
prices were on the same level in 1910 as in 1850, the costs of 
living were much higher in the former year. 


1925, No. 12. Theoretical Remarks on the Eight-Hours Day. GUSTAF 


Akerman. A discussion of some of the problems raised in 
Professor Ohlin’s paper (Ekonomisk Tidskrift, 1924, 12, and 
1925, 2-3). The Future of the Gold Standard. Davin Davipson. 
It is possible that the scarcity of gold will increase, which tends to 
depress the price level. On the other hand, it is equally possible that 
new gold mines will be discovered or that people in India will cease 
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their hoarding of gold. This would substantially increase the 
supply available for monetary purposes and have a tendency to 
raise the general price level. The value of gold can be stabilised 
if the use of gold in circulation is given up for ever. The banks’ 
cash reserves could be reduced and a common gold fund organised 
that could be used for regulation purposes, in case the production 
of new gold or India’s demand should cause disturbances. Of 
course it is equally feasible to regulate not the value of gold, but 
the price level directly, as advocated by Wicksell and others, 
Both methods could be used at the same time. 





NEW BOOKS 


(All English books are London, American books New York, unless 
otherwise stated.) 


English. 

ARCHBOLD (W. A. J.). Outlines of Indian Constitutional History. 
King. 1926. Pp. 360. 18s. 

Austin (B.) and Luoyp (W. F.). The Secret of High Wages. 
T. Fisher Unwin. 1926. Pp. 1ll. 3s. 6d. 

Boyte (J. E.). Marketing of Agricultural Products. McGraw 
Hill Publishing Co. 1925. Pp. 460. 17s. 6d. 

CuHaBLANI (H. L.). Indian Currency and Exchange. Oxford 
University Press. 1925. Pp. 182. 7s. 6d. 

Edinburgh Council of Social Service. A Social Survey of the 
City of Edinburgh. Edinburgh: Oliver and Boyd. Pp. 102. Is. 

[An important addition to social surveys. Preface by Sir R. Lodge.] 


Fates (M. K.). The Economic Position of Persia. King. 1926. 
Pp. 98. 6s. 

Fisner (A. G. B.). Some Problems of Wages and their Regulation 
in Great Britain since 1918. King. 1926. Pp. 276. 12s. 6d. 

GrirritH (G. T.). Population Problems of the Age of Malthus. 
Cambridge University Press. 1926. Pp. 270. 12s. 6d. 

Hamitton (H.). The English Brass and Copper Industrics to 
1800. Longmans. 1926. Pp. 360. 18s. 

Hirst (F. W.). Life and Letters of Thomas Jefferson. Mac- 
millan. Pp. 570. 1925. 25s. 

Historical Manuscripts Commission. Report on the MSS. of Lord 
De L’Isle and Dudley, at Penshurst Place, Vol. I. H.M. Stationery 
Office. 1926. 10s. 6d. 

Jones (J. H.). The Economics of Private Enterprise. Pitman. 
1926. Pp. 437. 7s. 6d. 

Kyrk (H.). ATheory of Consumption. Pitman. 1923. Pp. 300. 
10s. 6d. 

LEHFELDT (R. A.). Money. Oxford University Press. 1926. 
Pp. 112. 2s. 6d. 








nm 














1926] RECENT PERIODICALS AND NEW BOOKS 335 


Pattyies (H. W.). Modern Foreign Exchange and Foreign 
Banking. Macdonald and Evans. 1926. Pp. 300. 8s. 6d. 


Rosertson (D. H.). Banking Policy and the Price Level. King. 


~ 1926. Pp. 103. 5s. 


Sykes (J.). The Amalgamation Movement in English Banking, 
1825-1924. King. 1926. Pp. 227. 10s. 6d. 

Wanpta (P. A.) and Josni (G. N.). Money and the Money Market 
in India. Macmillan. 1926.° Pp. 428. 21s. 

Wess (B.). My Apprenticeship. Longmans. 1926. Pp. 450. 
21s. 


American. 


Basyk (A. H.). The Board of Trade, 1748-82. Yale University 
Press. 1925. Pp. 240. Ils. 6d. 


BovuckeE (O. F.). Principles of Economics, 2 vols. Macmillan. 
1925. Pp. 560, 513. 21s. 

Cottins. The Branch Banking Question. Macmillan. 1926. 
Pp. 180. $1-75. 

Day (E.). Statistical Analysis. Macmillan. 1925. Pp. 450, 
17s. 

Dusuin (L. [.). Population Problems in the U.S. and Canada. 
Houghton Mifflin. 1926. Pp. 310. $4. 

GatPpin (W. F.). The Grain Supply of England during the 
Napoleonic Period. University of Michigan Publications. Macmillan. 
1925. Pp. 300. 

Gutuey (E. E.). Joseph Chamberlain and English Social Politics. 
Columbia University Press. 1926. Pp. 340. 

HamitTon and Wricut. The Case of Bituminous Coal. Allen 
and Unwin. 1925. Pp. 308. 8s. 6d. 

Owens and Harpy. Interest Rates and Stock Speculation. 
Allen and Unwin. 1925. Pp. 195. 8s. 6d. 

[The two last are in the Series of the Institute of Economics. ] 

Masor (F. L.). The Duties, Responsibilities and Liabilities of 
Bank Directors. Macmillan. 1925. Pp. 200. 10s. 6d. 

ScHMECKEBIER. The Statistical Work of the National Govern- 
ment. Johns Hopkins Press. 1925. $5. 


[A publication of the Institute for Government Research.] 


Indian. 


Rav. The Leather Industry. Calcutta University Press. Pp. 
175. 1925. 

Rav. Elementary Banking. Calcutta University Press. Pp. 
188. 1925. 


French. 


DecuesneE (L.). Questions Economiques d’aprés guerre. Liége. 
Pp. 170. 

Mauna (E.). L’Organisation Permanente du Travail. Hachette. 
1925. Pp. 150. 











336 THE ECONOMIC JOURNAL [JUNE 


German. 


Ammon (A.). Grundziige der Volkswohlstandlehre. Erster Teil, 
Jena: Fischer. 1926. Pp. 400. 16m. 


ArnpvT (P.). Lohngesetz und Lohntarif. Frankfurt A.M. 1926, 
Pp. 201. 


BoOuM-BAWERK (E. von). -<leinere Abhandlungen iiber Kapital 
und Zins. Vienna. 1926. Pp. 585. 


Bonn (M.J.). Das Schicksal des deutschen Kapitalismus. Berlin : 
Fischer. 1926. Pp. 62. 2.50m. 


Ena is (K.). Grundlagen des Wirtschaftlichen Denkens. (Trans. 
by Dr. E. SaupEK). Briinn: Rohrer. 1925. Pp. 165. 


Funk (M. J.). Die Danzig-Polnische Zollunion. Jena: Fischer. 
1926. Pp. 189. 9m. 


GERBER (H.). Geld und Staat. Jena: Fischer. 1926. Pp. 190. 


GROHNERT (C.). Die Bildung der Roggenpreise. Jena: Fischer. 
1926. Pp. 222. 5m. 


WEBER (M.). Max Weber: Ein Lebensbild. Tiibingen: Mohr. 
1926. Pp. 700. 


Dutch. 


Bense (J. F., Lit.Ph.D.). Anglo-Dutch Relations from the 
Earliest Times to the Death of William the Third. ’s Gravenhage : 
Martinus Nijhoff. 1925. Pp. xx + 293. 


Brucmans (Dr. I. J.). De arbeidende klasse in Nederland in de 
19de eeuw (1813-1870). (The Working Classes in the Netherlands in 
the Nineteenth Century.) ’s Gravenhage: Martinus Nijhoff. 1925. 
Pp. xx + 303. 

CoLENBRANDER (Dr. H. T.). Koloniale geschiedenis. (Colonial 
History.) ’s Gravenhage: Martinus Nijhoff. 1925. 3 vols. Pp. 
viii + 413; iv + 336; iv + 286. 

[Vol. I: General Colonial History; Vol. II: History of the Dutch Colonies 


in S. America and of Dutch East India up to 1816; Vol. III: Dutch East India 
since 1816. The author is Professor of History at the University of Leiden.] 


Ditten (Dr. J. G. vAN). Bronnen tot de geschiedenis der wissel- 
banken. (Amsterdam, Middelburg, Delft, Rotterdam.) Uitgegeven 
door Dr. J. G. van Dillen. ’s Rijks geschiedkundige publicatién n. 59 
and 60, 2 vols. ’s Gravenhage: Martinus Nijhoff. 1926. Pp. 
xix + 1736. 

{Sources of the history of the Dutch banks of exchange of the seventeenth 
century; cf. Wealth of Nations, Digression to Book IV, Ch. iii.] 

Nemry (Lf£on). Les Pays-Bas aprés la guerre. Bruxelles: 
Albert Dewit; ’s Gravenhage: Martinus Nijhoff. 1925. Pp. 365. 


Prae-Adviezen over de vraag: Is, voor het herstel van de voort- 
brenging en beperking van de werkloosheid verdere verlaging van de 
arbeidsloonen noodzakelijk? ’s Gravenhage: Martinus Nijhoff. 
1925. 


[Report on the question whether a further decrease of wages is needed for the 
restoration of production and the restriction of unemployment. ] 











i. 


al 


18 


j= 








1926] RECENT PERIODICALS AND NEW BOOKS 337 


Rapport van den Nijverheidsraad inzake den invloed van de 
belastingwetgeving op de industrie, aangeboden aan den Minister van 
Financién. ’s Gravenhage. 1924. 

[Report of Industrial Council concerning the influence of fiscal legislation on 
industry. | 

Verslag van de Commissie om te komen tot een rationecle verdeeling 
van de lasten uit sociale wetgeving en crisisdienst en om een geschikt 
beleggingsveld te vinden voor de gelden der R.V.B., Postspaarbank, 
Postchéque en girodienst en het Algemeen Burgerlijk Pensioenfonds. 


(Report of the Commission to inquire into the repartition of the burdens of 
social measures and service of the crisis loans, and to find adequate investment 
for the diverse Government funds. | 


Swedish. 


Baeee (Gésta). Det moderna niaringslivets uppkomst. (The 
Origin of Modern Industry.) Stockholm: Kooperativa férbundet. 
1925. Pp. 104. 

[A review of economic development up to the middle of last century. ] 

Brock (Fritz). Vara tullar och vart naringliv. (Our Tariff and 
Industry.) Stockholm: Almquist and Wicksell. 1925. Pp. 55. 

[A critical discussion of some tariff problems on the basis of the final report 
of the Tariff Commission. | 

Epstr6m (OLoF). Den svenska cementindustrien. (The Swedish 
Cement Industry.) Stockholm. 1925. Pp. 48. 


ENeEBorG (HELMER). Statistisk undersdékning rérande _parti- 
prisrorelsen i Sverige 1920-23. (Statistical Inquiry into the Movement 
of Wholesale Prices in Sweden, 1920-23.) Uppsala: Marcus. 1925. 
Pp. 160. 

Gs6rEes (AxEL). Konsumentkooperationen i Sverige. (‘The Con- 
sumers’ Co-operative Movement in Sweden.) Stockholm: Tiden. 
1925. Pp. 168. 

HepBera (ANDERS). Internationell kooperation. (‘The Inter- 
national Co-operative Movement.) Stockholm: Kooperativa For- 
bundet. 1925. Pp. 183. 

HemmBtrcEerR (HJALMAR). Den svenska tvattmedelsindustrien. 
(The Swedish Soap Industry.) Stockholm. 1925. Pp. 108. 

Hitcerpt (Forks). Tryckeri- och pappersféradlingsindustri i 
Sverige. (The Printing Industry in Sweden.) Stockholm. 1925. 
Pp. 124. 

[Describes also other industries that use paper as a raw material. This 
investigation, as well as Edstrém’s, Heimbirger’s, Smith’s, and Tillberg’s, 
appears in the Tariff Commission series. | 

JUHLIN-DANNFELT (H.). Lantbrukets historia. (The History of 
Agriculture.) Stockholm: Beckman. 1925. Pp. 875. 

[A comprehensive survey of the development of agriculture in different 
countries. } 

LinDauHL (Erik). Arbetsdagens forkortning. (The Shortening of 
the Working Day.) Lund: Gleerup. 1925. Pp. 35. 

NANNESON (Lupvia). Rakenskapsresultat fran svenska jordbruk, 
I, Il. (Results from Book-keeping in Swedish Agriculture.) Stock- 
holm. 1925, Pp. 79 + 79. 

No. 142.—VvoL. XXXVI. Z 





338 THE ECONOMIC JOURNAL [JUNE 1926. * 


Scuacer (Nuss). Det svenska skogsbrukets forutsattningar och 
historia. (The Natural Conditions and History of Swedish Forestry.) 
Stockholm: Tiden. 1925. Pp. 168. 

[This investigation is, like that of Mr. Gjores, made on behalf of the National. 
isation Commission. } 

SmitH (Wixt1AM). Den svenska skoindustrien. (The Swedish 
Boot and Shoe Industry.) Stockholm. 1925. Pp. 103. 

TILLBERG (Erik). Den svenska porslinsindustrien. (The Swedish 
Porcelain Industry.) Stockholm. 1925. Pp. 63. 


Italian. 


Auessio (G.). La rivalutazione della lira. Milan. 

CozzeTi1 (A.). Della organizzazione del diritto di sciopero. 
Milan. 

Mariotti (A.). Teoria economica dell’ assicurazione. Citta di 
Castello. 

MicuEzs (R.). Storia critica del movimento socialista Italiano. 
Florence. 

Riccr (U.). Dal Protezionismo al Sindicalismo. Bari: Laterza 
e Figli. 1926. Pp. 190. 

[A series of lectures in defence of cconomic freedom, and a critique of 
protection, gild socialism, syndicalism, and bolshevism, by Prof. Pantaleoni’s 
successor. | 

ScassELxLatTI (G.). La Societa Agricola Italo-Somala. Florence. 

ScueRMA (G.). Cooperazione e fascismo. Palermo. 

SEGRE (M.). Le Banche nell’ ultimo Decennio. Milan. 1926. 
Pp. 82. 15 lire. 

[Preface by Prof. Einaudi.] 








